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l. EXECUTIVE SUMMARY

The BoozAllen and Hamilton (BA&H) team successfully implemented the USAID Task Order
in Support of the National Land Titling and Regidration Program and Nationwide Dissemination
of the Enterprise Land Sdes Methodology in the Republic of Moldova (“Nationd Land
Program” or “the Project,” Contract EPE-1-00-95-00058-00, Task Order OUT-EPE-1-800-95-
00058-00). BA&H met each of the gods st by USAID for the Project, completing al
ddiverables established in the Project Scope of Work, and initiating new activities that USAID
did not anticipate in 1995 when the first phase of USAID-supported land privatization and land
market development work in Moldova began. The activities of the BA&H team produced
postive reforms in Moldova, including many nationwide reforms. The Project’'s main aress of
subgantive work were agriculturd land privatization; enterprise land privatization; development
of the private red estate market; legal and regulatory reform; and, public education.

The BA&H team privatized nearly 100 percent of the agricultura land previoudy used by the
901 collective fams participating in the Moldovan Nationd Land Program. This privatization
required BA&H conaultants to survey over 1.5 million hectares of land; creste over 2.4 million
land parcds, prepare separate ownership titles for such parces for over 780,000 new
landowners, and, legdly register each owner in the village land regisry. The team heped
edablish over 50 private survey firms to complete this work. BA&H dso asssted village
mayors to digtribute the land ownership titles to each new landowner. The BA&H team initiated
new activities by beginning a mass regidration program that sysematicaly trandferred
information on rights to agriculturd land parcds from the village land regidtries to the new
regiond Red Edtate Regigtries maintained by the Territorid Cadastre Offices.

During this third phase of USAID-supported land market development work, the BA&H team
asssted 1,564 enterprises in privatizing 1,891 parcels of associated land through the Enterprise
Land Sdes Program, generating some 3.5 million USD for State and loca budgets. The team
compensated consultants on a commisson bass (modeled after private sector red edate
brokerages) to motivate them to work aggressvely to promote land privaization. The
consultants implemented the smplified process for enterprise land privatization throughout
Moldova at atimewhen locd officials were hestant to sdl State-owned land.

The BA&H team helped landowners to carry out the first known sdes of privaidy owned land in
Moldova. The team assisted private individuds and enterprises complete 3,506 transactions, in
which they sold or exchanged their agriculturd, resdentid, or enterprise land.  BA&H
consultants established the procedures for sde and purchase transactions, as well as procedures
for the exchange of agriculturd land. BA&H initisled new activities in mortgage lending,
encouraging and assding Moldovan commercid banks and rurd Savings and  Credit
Associdions to make affordable medium-term loans avalable to farmers willing to purchase
land and invest in their farming operations.

The BA&H team successfully reformed laws and regulaions governing land privatization and
land market relations. The team reviewed and commented upon nearly every amendment to
legidation or other normdtive acts rdating to land relations and land tenure in Moldova The
team adso prepared commentaries on many laws relaed to land issues, such as laws on
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agricultura  development, red edate tax policy, and economic subsidies to famers. BA&H
lawvyers drafted pogtion papers on land policy that the BA&H team provided to the Ministry of
Economy and Reforms, the Nationa Agency for Cadastre, Land Resources and Geodesy
(Nationd Cadastre Agency); the Office of the Moldovan President; and Parliamentarians. The
BA&H team dso provided policy recommendations to the World Bank and Internationd
Monetary Fund, including several recommendations that became conditions of loan agreements
sgned by the Government of Moldova.

Findly, the BA&H team initiated extensve public education activities to promote al aspects of
land reform.  The team’s main vehicle for public education was the "Farmer’s Hour" publication,
a natiiond publication not afiliated with any politica paty. "Farme’s Hour" offers information
to rurd landowners, famers, and agribusiness entrepreneurs on issues related to land rights,
agriculturd  economics, credit, and farm technology. The publication prints 30,000 copies each
month and is digributed directly to subscribers living in more than 1,000 rurd Moldovan
villages. The BA&H team dso drafted pamphlets, brochures, and manuds, which the team
digtributed to new landowners, loca officids, donor projects, and farmer associations. The team
placed aticles and reports regarding reforms and red estate market development in nationd
print, televison, and radio media

BA&H’s dedicated team of professonds, both Moldovan and expatriate, worked together to
implement the Project and make it successful. The success of the Project is historic: Moldova is
among the first of the former Soviet republics to implement mass-scale land privatization and to
develop afunctioning rea estate market.

Booz-Allen & Hamilton Consortium
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. OVERVIEW OF PROJECT

The USAID Task Order in Support of the Nationd Land Titling and Regidtration Program and
Nationwide Dissemination of the Enterprise Land Sdes Methodology in the Republic of
Moldova (“Nationd Land Program” or “the Project,” Contract EPE-1-00-95-00058-00, Task
Order OUT-EPE-1-800-95-00058-00), implemented by BoozAllen & Hamilton and its team of
subcontractors (Rural Development Inditute and Stewart Information Internationd), was a multi-
faceted project engaged in land privatization and land market development that condituted the
third phase of USAID’s land reform activities in Moldova. USAID and BA&H began their land
reform activities in Moldova in the Pilot Project to Develop Land and Red Edate Markets in
Moldova (“Pilot Project,” Contract Number EPE-0014-1-00-5071-00, Task Order Number 4),
which lasted from November 1995 through May 1997. These efforts continued in the Roll-Out
of the Moldova Land and Red EState Markets Filot Program (“Roll-Out Program,” Contract
Number EPE-1-06-97-00071, Task Order Number 6), which lasted from June 1997 through
February 1999, overlapping by severa months with the Nationd Land Project. All three phases
of USAID/BA&H land reform activity influenced the underlying legd and regulatory basis for
nearly dl land-related issues in Moldova from 1995 through 2000. Under the most recent phase,
which began in October 1998, the BoozAllen & Hamilton (BA&H) team: (i) privatized nearly
dl the agriculturd land of former collective fams and a subgtantid portion of the enterprise land
in the country; (ii) contributed sgnificantly to establishment of a viable market for private land;
(iii) established and tested the procedures for mortgage lending; (iv) protected the rights of new
landowners from abuses perpetrated by more powerful individuds, and, (v) initiated an etensve
public information campaign on issues reaed to land privaization and land rights, which
included the establishment of a nationa publication addressing rurd and agriculturd issues that
is digributed in nearly dl rurd communities in Moldova. The five areas of substantive work,
and abackground on BA&H activitiesin each area, are described below.

1 Moldovan “National Land Program” to Privatize Agricultural Land

The god of the Moldovan “Nationa Land Program” was to bresk-up and privatize dl collective
far in Moldova by transferring ownership of the land and production assets of the collective
to digible members of the collectivee. The simulus for the Nationd Program was USAID’s
successful  two-stage pilot privatization program.  The fird stage of the pilot program, aso
known as the Pilot Project, began in December 1996, with the BA&H team asssting East West
Management Inditute (EWMI) and the Ministry of Privetization to bresk-up and privatize the
“Maiac” collective farm located in the Nigporeni region. BA&H's role was to subdivide the land
of the collective fam, prepare land titles, and legdly regiser those titles, thus trandferring
ownership of the land from the State to some 1,400 members of the farm. Each digible fam
member recelved title to one or more clearly identified parcels of land. The Presdent-elect at
that time, Mr. Petru Luchinschi, participated in a ceremony to issue titles to the new landowners,
sgnifying the new Government’ s intent to fully support land reform in Moldova

! Prior to the start of USAID-sponsored land privatization activitiesin 1995, nearly all collective farms had been converted
into some other form of legal entity (e.g., joint-stock company, production cooperative, etc.). Nevertheless, in practice,
nearly all of these farms continued to operate as collective farms, and they are referred to as such in the text of the report.

Booz-Allen & Hamilton Consortium
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The higtoric ceremony at "Maiac," believed to be the firg of its kind in the former Soviet Union,
led to the second stage of USAID-supported land reform activities, known as the Roll-Out
Program, which began in April 1997. In tha stage, BA&H implemented a limited “roll-out” of
the initid land privatization and titing methodology on 72 collective fams, expanding the
privatization process to nearly every region of Moldova The Rall-Out Program tested the bresk-
up methodology throughout Moldova, and established a decentraized mechanism for creating
parcels, dlocating land into ownership, and issuing land tittes. The mechanism accomplished
these tasks quickly and efficiently, at a cost of gpproximately 2.25 USD per parcdl.

The Rdl-Out Program’'s success in trandferring the responsbility for parce cregtion and
issuance of land titles from the centrd Government in Chisinau to the offices of village mayors
(“primarias’) helped to persuade the Government of Moldova to announce the start of a Nationa
Land Program in March 1998.

Under the Nationa Land Program Scope of Work, USAID asked BA&H to asss the Ministry of
Economy and Reforms and the Department of Privatization to privatize the land of an estimated
890 collective farms tat were likely to enter the National Land Progran. BA&H edtimated that
it would need to work with a least 50 private survey firms to privatize, title, and regigter the land
of dl collective farms, and that it would need to prepare two to three million land titles for up to
one million farm members. BA&H needed to survey the land; group and arange the parcels of
fam members in the fidd; create new parces, prepare maps showing the new land parces
(“Land Arrangement Project maps’); prepare separate and title certificates for each parcd; and,
prepare the village regidry of landowners.  Appendix One shows examples of a land title a
Land Arrangement Project map; a page from the village land regigry; the BA&H team’s internd
file for a fam; and, a find file prepared by a survey firm that incudes dl supporting
documentation for the privatization work completed on afarm.

As the Nationd Land Program progressed, BA&H asssed mayors in ddivering titles to new
landowners. BA&H adso undertook a program of "mass regidration,” in which rights to dl
newly established agricultura land parcds are sysematicadly trandferred from the village land
regisries to the new regiond Red Edate Regidries mantaned by the Teritorid Cadastre
Offices.

EWMTI's role in the Nationd Land Program involved privatizing and didributing assets of the
fam, including movedble propety; redtructuring the collective fam enterprises; and,
resructuring and liquidating debits of the collective farms.

2. Enterprise Land Sales

Privatizetion of enterprise land in Moldova was a primary concern of USAID from the beginning
of the USAID/BA&H Pilot Project in 1995. The Moldovan Government's adoption of
Government Decison No. 562 “On Approving the Regulation on Sde and Purchase of
Enterprise Land’® in October 1996 established the lega framework under which the State

*The official name of the regulation is “ Regulation on Sale and Purchase of Land Associated with Privatized Objects and
Objects Subject to Privatization.”

Booz-Allen & Hamilton Consortium
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privatized land associated with privatized enterprises®  Although Government Decision No. 562
edtablished a amplified process for digible enterprises to purchase their associated land from the
State, enterprises 4ill did not privatize their land because the purchase price established by the
Law on Normative Price remained unaffordable. Under the Law, dl enterprise land was priced
at nearly 150,000 USD per hectare, regardless of location.* After extensive lobbying by BA&H
and foreign donor organizations, in May 1997 the Parliament passed an amendment to the Law
on Normative Price lowering the price of enterprise land, but only enough to make it financially
feesble for a smal percentage of privatized enterprises to purchase their land. The firs
enterprise land sde occurred in July 1997, with the BA&H team assging in a totd of 471
privatization sales by September 1998.

As the Project began in October 1998, further normative price reductions and additional lega
and regulatory amendments were needed to continue the initid successes in enterprise land
privatization. The Project Scope of Work required BA&H to assst a cumulative total of 1,800
enterprises in privatizing their associated land and to smplify further the legad process for land
sdes.

3. Development of the Market for Private Land and Real Estate

USAID’s activities in the privaization of enterprise and agriculturd land in 1997 - 1998
edablished a subgtantiad number of new private landowners. These owners formed the basis for
the fledgling market for private land and red estate. The Project Scope of Work required the
BA&H team to assg private owners in completing a tota of 1,500 private red estate sales; to
work on the legd framework to smplify procedures for the transfer of red edtate; and, to begin
establishing a private sector capable of serving the public’ sred estate needs.

Growing public interes in the trading of land prompted USAID to acknowledge the need for
mortgage credit, and USAID authorized the BA&H team to work on developing mortgage credit,
especidly credit for the purchase of agricultura land.

4, L egal and Regulatory Environment

During 1996 and 1997, the BA&H team heped edablish a fragile legd and regulatory
framework that dlowed mass privetizatiion of agriculturd land and regular sdes of enterprise
land to occur. Opponents of privatization congtantly chalenged these procedures and legd
standards, requiring the BA&H lega team actively to monitor al proposed amendments to laws,
regulations and Government Decisons. Opponents were typicdly loca public officids, middle-
and lower-level bureaucras a the Ministry of Agriculture and the Nationa Agency for Cadadire,
Land Resources, and Geodesy (National Cadastre Agency); members of the State survey indtitute
“Moldgiprozem”; and, farm leaders who were formerly collective farm managers. In most cases,
the oppodtion of these groups was not ideologicd, but rather motivated to protect corrupt

® A privatized enterprise is one that was originally owned by the State. The State transferred ownership, either full or
partial, to the enterprise’ sworkers during the mass privatization program in 1994 - 1995,

* The Parliament established the price based on the rational e that all Moldovan land is agricultural, and that purchase of
land for other than agricultural purposes required the buyer to compensate the State for 99 years worth of lost egriculturd
profitsfrom the land.

Booz-Allen & Hamilton Consortium
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mechanisms designed for sdf-serving economic gain.  The Project Scope of Work directed
BA&H to continue monitoring the legd framework and to advance the legd gains made in the
previous years.

In response to increasing reports of coercion in the privatization process, USAID authorized
BA&H to establish regiona Problem Solving Teams. The priority of the teams was to assst new
landowners in learning about and defending ther legd rights agang more powerful and
influentid locd officids and fam leaders, many of whom refused to respect the rights of new
landowners during and after privatization. The Problem Solving Teams adso helped private
surveyors to resolve problems that caused lengthy delays in the completion of privatization and
created tengon in the village community.

5. Public Education

Since the inception of the Rlot Project in 1995, USAID believed that public education was a
citicad component necessay to  implement meaningful market-oriented  reform. USAID
understood that information was scarce in rural areas of Moldova, and thus, stressed public
education in the Project Scope of Work. USAID authorized BA&H to continue its support for a
national publication that educated the rura public about land rights, legidative changes, and
legal procedures for privatizetion. USAID expected localy oriented education campaigns to
cregte an environment where grass-roots outcries againgt abuse and obgtruction by locd officids
and farm leaders would proped reform, which othewise might stdl and die out. USAID
encouraged BA&H to continue usng a number of tools to successfully promote land reform in
Moldova, including mass media contacts monthly publications, informationa and educationd
materids, press conferences and titling ceremonies; and, public meetings and nationd
conferences. These tools dlowed the BA&H team to didribute information on legd
amendments, successesin privatization, and illegd activities and abuses dl across Moldova.

Booz-Allen & Hamilton Consortium
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ACCOMPLISHMENTSAND MAJOR DELIVERABLES

Successfully accomplished dl ten tasks and met dl contract deiverables defined in the
USAID Project Scope of Work.

Desgned a decentralized organizational dructure to work with village mayors to implement
the Moldovan Naiond Land Program and complete land privatization on nearly dl former
collective farmsin the country.

Helped to create a private red edtate service sector by supporting the establishment of over
50 private survey firms employing some 500 individuas, and contracting with those firms to
complete dl land privatization work usng an eight-step scope of work at a per parce cost of
gpproximately 2.25 USD.

Completed land surveying, parcding and titling for 8386 former collective farms in Moldova,
which required the preparation and digtribution to village mayors of 2412296 titles to
agricultural land for 783,051 former members of the collective farms including 189,645
independent farmers.

Asssed 1,564 enterprises in privatizing 1,891 parces of associated land, resulting in the
payment of nearly 3.5 million USD to State and loca budgets. The surface area of the land
privatized exceeds 876 hectares. Including the 471 enterprises that privatized their land
during the fird two phases of USAID-supported land reform activities, BA&H asssted a
cumulative total of 2,035 enterprisesin privatizing their land.

Assged private individuads and enterprises in completing 3,497 transactions for the sde of
4,234 parcels of privatdly owned agricultural, resdentid, and enterprise land. Asssed
owners of agriculturad land in completing nine exchange transactions for 37 parcds of such
land, establishing a procedure for exchange transactions that had previoudy never been used
in Moldova

Helped to cregate a private red estate service sector by establishing and training four private
red edate conaulting firms that asss private individuds and enterprises in completing
private sdes of agriculturd, resdentid, and enterprise land, as wel as exchanges of
agriculturd land, ensuring that each land parcd trandferred to a private paty was properly
registered in the relevant regiond Red Edtate Regidtry.

Initiated two mortgage loan programs to support the development of the red estate market in
Moldova. One program asssted two commercid banks in making 30 mortgage loans worth
274000 USD to operators of smdl- and mediumsze fames and agribusness
entrepreneurs, helping borrowers to purchase 360 hectares of agriculturd land. The other
progran asssed sx rurd Savings and Credit Associations in processng 31 smal loans
worth a tota of 43,000 USD to farmers to purchase a tota of 100 hectares of agricultura
land, dl intracts of less than four hectares.

Booz-Allen & Hamilton Consortium
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Egablished ten legd Problem Solving Teams to hdp new landowners resolve conflicts with
fam leaders locd public authoritiess and land commissons during and after land
privatization. From April to December 2000, the teams helped resolve 1,727 disputes
involving over 50,000 new landowners.

Sated the “Farmer’s Hour” monthly publication to provide the only source of regular and
religble information in rurd aress regarding agriculturd and other issues rdlevant to the rurd
public, new landowners, farmers, and agribusness entrepreneurs. “Farmer’s Hour” is
independent and not affiliated with any political party, offering a neutrd view on the issues
that concern its readers. The publication has a monthly subscriber base of over 23,000
individua readers and a circulation of 30,000 copies.

Assged the Minigry of Economy and Reforms, the Nationd Cadastre Agency, and the
Department of Privatization to comment on draft laws and regulations;, to prepare postion
papers on proposed Government policy initigtives, and, to draft normative acts to promote
land privatization and the development of the market for privately owned red edate. BA&H
legd initiatives diminated many duplicative or unnecessary procedures that obstructed red
estate transactions.

Assiged the Teritorid Cadastre Offices in mass-regigering ownership of one million land
parcels, by sysemdicdly trandferring the rights to agriculturd land parcels privatized during
the Nationd Land Progran from the village land regidries to the regond Red Edate
Regidries. This number of parcels represents the sysematic re-regidration of land rights in
65 percent of the villages that completed privatization of land during the Nationd Land
Program.

Prepared a comprehensve analyss of the legd bads for privetization of land associated with
Moldovan energy sector companies and prepared land “use’ titles for 62 land parces
asociated with such companies, resolving a number of politicadl and bureaucratic problems
with locd officasin the process.

Developed a drategy, for possble future implementation by USAID, designed to increase the
volume of enterprise land sdes by reducing the price charged by the State for initid
privatization of the land, drawing upon the experience of the USAID/BA&H
Urbarvindustrid Land Privatization Project in the Republic of Georgia

Booz-Allen & Hamilton Consortium
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IV.  COMPLETED TASKS

Task No. 1. Desgn and implementation of the organizational structure to support the
National L and Privatization and Titling Program.

USAID asked the BA&H team and EWMI to implement the Moldovan Nationd Land Program,
which envisoned the bresk-up of al collective faams in Moldova BA&H was responsble for
the titling and regidration of land to members of the fams, and EWMI was responsble for
digtributing critical property necessary to cultivate the land> BA&H designed an organizationd
dructure based upon an extensive decentralized network of private surveyors, a specidly trained
loca dtaff, and a cooperative gpproach with village officids and farm leaders.

BA&H employed over 50 private survey firms to complete land surveying, parceling, titling, and
regigration on the basis of contracts that specified the work necessary to complete the lega
process of land privatization. The contract separated the work into eight tasks, each having a
defined ddiverable.  The BA&H public education team worked with village officids to ensure
their cooperation during privatization, and conducted an information campaign to teach fam
leaders and digible members about the process of privatization. This work minimized delays in
parce cregtion, title issuance, and regidtration of rights.

Findly, BA&H dructured its farm privetization gaff on the bass of gspecidized teams, each
assgned to supervise, asss, and support the private survey firms in completing their tasks under
the contract. For example, BA&H hired a team of cadasird engineers (individuds trained in
land surveying and land subdivison) to review and approve the surveys, cartographic maps, and
land subdivison materids produced by the private survey firms. A team of lawyers reviewed dl
legal decisons adopted by the village mayor and provided support to resolve political problems
with other locd officas. A team of information technology specidists worked with the private
aurvey firms to coordinate the large quantities of data involved in the privatization process,
making the data compatible with software applications used to accederate the privatization
process. BA&H computer hardware specidists assisted the private firms to keep al hardware in
good working order to reduce delays dtributable to equipment mdfunction. This internd
organization enabled BA&H to accurately review and approve the work product on each gep in
the land privatization process before paying the private firms.

Task No. 2. Expansion of the private surveyor network .

To implement the Moldovan Nationa Land Program, BA&H needed to increase the capacity of
the private sector to peform land surveying and titling activiies BA&H edimaed that it
needed to contract with no less than 50 firms; thus, in 1998, BA&H conducted an open tender to
atract private sector survey firms to work on land privetization. BA&H applied sringent
sdection criteria that focused on a survey firm's experience in land subdivison and its ability to
complete work without errors or controversy. As a result of the tender, BA&H sdlected 50

®|nitially in 1998, USAID committed to fund the privatization of the land of 550 collective farms. After the BA& H team
proved its ability to successfully implement the program on alarge scale, USAID agreed with the Moldovan Government
to fund land privatization on all collective farms.
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private survey firms (including ten firms that worked with BA&H on the PFilot Project) to work
on the National Land Program.

BA&H offered the private firms financid support; technicd assstance; free training and
maintenance on computer hardware and software; discounts on computer workstations and
glectronic surveying equipment; and, assdance in avoiding politicd and bureaucratic
obstructions during the process of land privatization. The BA&H team edablished a regiond
land titing center where surveyors could receive computer training;, print maps and title
certificates, and, obtain advice on genera business-planning issues. BA&H consultants traveled
extensvely ondte to assg private firm employess in solving political problems with village
mayors and other locd officids, and to avoid misunderstandings with farm leaders and digible
members.  Without this extensve support, it is unlikey that the private survey firms could have
completed their work on the National Land Program in 27 months.

An additiond factor that motivated the private survey firms to complete work quickly was the
dructure of the BA&H contract for servicess The contract specified payment in ingtalments,
each of which was pad after the private survey firm completed one of the eight tasks in the
contract. Payment for services was back-loaded; the find payment was 30 percent of the
contract’s vadue, motivaing the survey firms to complete al deps in the land privatization
process, not just the easiest sepsthat involved land surveying.

Task No. 3. Implementation of the land parcding and titling methodology (to include 890
or more collective and state farms and an additional 175,000 independent farmers).

In support of the Moldovan Nationa Land Program, USAID financed land privatization and
titing work on 901 former collective fams and groups of independent farmers who previoudy
withdrew from collective fams. As of December 31, 2000, the BA&H team supervised the
private survey firms as they completed the following work:

Land survey work on 901 farms.
Preparation of base maps needed to begin land digtribution tenders on 901 farms.

Grouping and aranging of landowners by fidd (the mogt difficult step in the entire process)
on 895 farms.

Cregtion of parcels, submisson of find Land Arrangement Project maps, and issuance of
title certificates to village mayors on 886 farms.

Preparation of 2,412,296 land titles for 783,051 individua owners, representing 96.65
percent of al digible members on the former collective farms that entered the program. The
land titles have been given to village mayors to sgn and didribute to new owners.  Of the
783,051 individuds who received ownership of land, 189,645 were “independent farmers’
who previoudy withdrew from the collective fams and have cultivaied land individudly for
sometime.
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Assged village mayors in digributing signed land titles to 1,511,113 private landowners,
which represents 80 percent of the landowners to which BA&H consultants agreed to ddliver
titltes under the National Land Program. (Despite the fact that the digtribution of sgned land
titles is the responghility of the village mayors under Moldovan law, USAID and BA&H
agreed to attempt to ddliver titlesto 1,881,435 new landowners.)

Task No. 4. Expand organizational structure to support a national Enterprise Land Sales
Program.

In 1998, BA&H expanded its organizationd dtructure by creating a network of regiond sdes
consultants to dlow the Enterprise Land Sales Program to reach dl aress of the country. BA&H
hired over 75 regiond consultants to asSst enterprises in privaizing their associated land.
BA&H senior consultants supervised the regiond consultants, and conducted training through
seminas and assdance with actua land privatization sdes The BA&H team drafted a
privatization reference manua for the regond consultants that describes the enterprise land
sdes process in detal; cites redevant laws applicable to land privatization; and, provides sample
land sdes forms. The manud dso incdudes draegies for deding with locd officds and for
0lving typicd bureaucratic problems that arise during privatizetion of land. BA&H pad its
regiond consultants a commission for each transaction regidered in the regiond Red Edae
Regidries maintained by the Teritorid Cadastre Offices.  This compensation plan alowed
BA&H to expand and decentrdize its organizationd dructure, serving the entire country with a
smdl budget.

Task No. 5. Nationwide dissemination of the enter prise land sales methodology.

BA&H used its network of regiond consultants to implement the legdly recognized
methodology for enterprise land privatization defined in Government Decison No. 562 “On
Approving the Regulation on Sade and Purchase of Enterprise Land.” Nationwide testing of the
methodology resulted in sdes of enterprise land in every region of the country. BA&H regiond
conultants met individudly with enterprise managers to explan the benefits of land
privatization, and held regiona seminars to educate enterprise managers, mayors, and other loca
officas regarding the process of land privatization.  Consultants aso widdy distributed
educationd materias, including pamphlets explaining the privatization process and copies of
goplicable laws and regulaions, to enterprise managers who considered privatizing ther
associated land.  Once a manager decided to privatize the land, the consultants assisted both the
enterprise manager and the locd officids in completing the privatization transaction according
to the legdly defined process thereby inditutiondizing the process and making it commonly
accepted throughout the country.

To ensure that red edtate consulting services would continue after USAID stopped its activity in
Moldova, in October 1999 BA&H helped its senior consultants to establish four private red
edae firms  The firms have continued disssminating the methodology across the nation by
hiring and training new employees as red edate agents, thereby expanding further the network
of individuds capable of assding enterprises in privatizing their associated land.  The firms
should be in a podtion to continue promoting enterprise land sales and generating fees from
private clients well after 2000.
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Task No. 6. Legal and requlatory component and activities.

From the inception of the project, he BA&H team actively commented on dl draft amendments
to laws, regulations, and other normative acts related to land issues. The team developed close
working reaionships with key officdas and employees of the Depatment of Privatization
(formely the Minisry of Privetization); the Minidry of Economy and Reforms the Nationd
Cadagtre Agency; and, other ministries to gain access to draft laws and regulations as they
proceeded through the channels towards enactment. The team aso developed working
relaionships with key deputies in Paliament, especidly deputies in committees important to
privatization and agriculturd reform ectivites A sample of the land-rdaed legidation and
normeative acts over which the BA&H team had substantid influence includes:

Land Code (new version and numerous amendments)

Law on Normative Price (including al amendments reducing the normétive price of land)

Law on Red Egate Cadadtre (including dl amendments)

Law on Locd Public Adminigtration

Law on Notaries

Pledge Law (amendments promoting mortgage of red estate)

Regulation on sde and purchase of enterprise land

Regulation governing fees for red estate regidration

Regulation relating to the Agricultura Support Fund

Title VI of the Tax Code (property tax)

Farm debt laws (alowing digtribution of critica property during farm privatization)

Law on Expropriation

Law on Sail Use and Land Use Control

Ingtructions on preparation of Land Arrangement Plans (surveying and subdivison
procedures for agricutura land being privatized)

Ingtructions on completing and maintaining title certificates

The BA&H team dso prepared for the Ministry of Economy and Reforms, the Department of
Privaization, and the Nationd Cadastre Agency many dozens of commentaries, position papers,
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explanatory notes, and other lega documents in support of land privatization and development of
markets for private land and red estate.

The BA&H team drafted reference manuals for enterprise land sdes and private red edate sdes
for use by team conaultants. The BA&H team adso drafted a 60-page manud on sde, lease,
exchange and donation of agriculturd land that was published in Romanian and Russan by the
EU-TACIS Agrolnform project and widely distributed to Moldovan farmers and landowners.
The team drafted additiond manuds explaning the process of obtaning mortgage loans that
were given to commercia banks and to rurd Savings and Credit Associations, and that were also
made avalable to farmers and agribusness entrepreneurs seeking loans to purchase agricultura
land.

In addition to the norma legd and regulatory tasks required by the Scope of Work, BA&H
opened ten legd Problem Solving Team offices throughout Moldovas The Problem Solving
Teams employ lawyers and economidts to assst new landowners in learning about and enforcing
their rights to land, and to defend landowners whose rights are being violated by others in
postions of greater power and influence (usudly farm leaders and mayors). Since April 15,
2000, te Problem Solving Teams have helped over 50,000 new landowners enforce their rights,
often negotiating settlements on the spot during meetings between the landowner and an
opposng paty. The teams resorted to the court system in only a handful of cases, and only
when no reasonable compromise settlement could be reached between the disputing parties.

Task No. 7. Publicinformation activities.

BA&H didributed information on land privatization and land market development to the generd
public usng a variety of media outlets and other tools. The team effectively used the mass
media (radio, newspaper, and televison) to raise public awareness of the Nationd Land Program
and its success in privatization of land. BA&H's primay mass media tool was the monthly
“Farmer’'s Hour” publication (origindly the “Land Makets’ newdetter). The publication was
targeted a the rurd population — new landowners, farmers, agribusiness entrepreneurs, and
village officas

The “Famer’s Hour” publication focuses on issues important to the rurd community, such as
legd rights of new landowners, avalability of credit; access to farming inputs and outlet
markets, and, technicd information to improve farm productivity. “Farmer’s Hour” dso accepts
pad advertisng from busnesses and individuds presenting a forum for the exchange of
information and business opportunities.  “Farmer’s Hour” is the only nationdly distributed
publication in Moldova that focuses on such rurd issues. It has over 23,000 individud
subscribers and a circulation of 30,000 copies each month, making it one of the most widdly read
publications in Moldova  The publication is making efforts to become sdf-sudanable it
generates revenue to support its costs from paid advertisers, subscribers, and open sdes of the
publication a rurd newsstands and post offices. These revenues will hep “Farmer’s Hour” to
remain one of the only mgor publications that is neutrd and not associated with a Moldovan

political party.
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In addition to the “Farmer’s Hour” publication, BA&H drafted informationd manuads and
brochures for digribution to the public. In cooperation with the EU-TACIS Agrolnform Project,
BA&H drafted a manua describing the process of sdling, buying, and leasing agriculturd land.
The BA&H team dso prepared brochures and ledflets that: (i) explained the dSgnificance of the
land title certificate; (ii) informed landowners of ther lease rights (i) answered questions
frequently asked by new landowners, and (iv) presented model contracts for sale and lease
transactions. Please see Appendix Two for a copy of the Manua and the information pamphlets
prepared in cooperation with the Agrolnform Project. BA&H typicdly digtributed these
informational documents to new landowners, loca officids, and other interested parties a town
mesetings, seminars, and nationd conferences a which the team would make presentations on the
process of land privatization. Problem Solving Team offices and TACIS Agrolnform centers
were dso digribution points for the informational pieces. All documents are aso available a no
charge to those with access to the Internet on the “Farmer’s Hour” website.

Task No. 8. Continued development of the emerging private land and real estate sector
(induding devedopment of a market in which mortgage and secured lending to the
agricultural sector may occur).

The BA&H team helped establish and train Moldovan private sector firms to offer services to
participants in the developing red estate market. As a pat of the project, BA&H established
over 50 private survey firms to complete land surveys, cregte land parces, prepare land titles,
and prepare Land Arrangement Project magps for agriculturd land that was subdivided and
transferred from the State to private owners as part of the Nationd Land Program. In 1998,
many such firms began serving other dients. For example, some firms won contracts to conduct
urban land surveys for the World Bank, and other firms prepared land plans for enterprises
seeking to privatize their associated land.

The BA&H team dso edablished and traned four private red edtate consulting firms
(brokerages), with which BA&H contracted to assst enterprises in purchasing their associated
land from the State and to assst private citizens in sdling or purchasng privady owned red
edate. In 1999, these private red edtate firms began to generate revenues outside of the USAID
project, collecting commissions from purchasers of enterprise land and sdlers of privatdy
owned redl estate.

To promote the devedopment of the land and red estate market, the BA&H team opened a
regiond privatization center in Chisnau to help private survey firms conduct privatization and to
creste a criticd mass of new landowners that could participate in the emerging red edate
market. The team dso edtablished a land sdes office that was essentidly a “one-stop shop”
where citizens interested in concluding private red edate transactions could seek advice on Al
matters, including land and red edate sdes land subdivision; surveys, title preparation; legd
consultation; contract and other document preparation; and, registration of landowner rights.

In cooperation with the Citizen's Network for Foreign Affars (CNFA), the BA&H team
edablished two mortgage lending programs for famers, making medium-term red edtate
financing publicly avaladble. The mortgage programs worked with two commercid banks and
gx rurd Savings and Credit Associations to make mortgage credit available to operators of
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gndl- and medium-sze famers and agribusiness entrepreneurs for the purchase of agricultura
land. By December 2000, the commercid banks in the program had made a totd of 30 mortgage
loans worth over 274,000 USD, of which 136,000 USD was used to purchaese 360 hectares of
agriculturd land. By December 2000, the rurd Savings and Credit Associations gpproved 31
mortgage loans worth 43,000 USD for the purchase of 100 hectares of agricultura land. The two
programs introduced mortgage credit to Moldovan financid inditutions, meking credit for the
purchase of land a redity in Moldova and contributing to the growth of the agriculturd land
market.

Task No. 9. Massregistration of up to three million agricultural land parcels.

With USAID approva, in October 1999 the BA&H team and the Nationa Cadastre Agency
dgned a Memorandum of Understanding that formed the basis for the mass regidration of land
ownership rights from the village land regidries to the newly edablished Red Edate Regidries
created under the World Bank First Cadastre Project. BA&H asssted the National Cadastre
Agency and the World Bank project in filling the new regidry sysem with information by
printing and collating a cadadtre land regidry file for each agriculturd land parce privetized
during the Nationd Land Program, and by paying the Nationd Cadasire Agency to offsat the
cost of the mass regidration itsaf. As of December 2000, the BA&H team has ddivered 1.172
million cadedtre files to the regiona Territorid Cadastre Offices for regidration into the regiond
Red Edae Regidries To date, those offices have regigered the rights to one million
agricultura land parcels, of which USAID directly funded regitration of 844,800 parcels.

Task No. 10. Design and implementation of the Phase Down and Close Out Plan for the
National Program.

BA&H desgned and implemented a phase-down and close-out plan for the Nationa Land
Program, including recommendations for the didribution of equipment; the trangtion between
the BA&H proect and projects being implemented by other USAID contractors, and, the
dispogition of project materids and archive documents.

Booz-Allen & Hamilton Consortium
15



USAID/BA&H Project to Develop Land and Real Estate Marketsin Moldova Major Issues

V. MAJOR ISSUES
A. Agricultural Land Titling and Registration

In March 1998, the Government of Moldova announced its intention to bresk-up and privatize
the assats owned or used by al collective farms in Moldova under the “Nationad Land Program.”
The Government initiated the Nationa Land Program after the successful implementation of land
privatizetion and titling on the “Maac’ collective farm in the Nigporeni region in 1996 (under
the USAID/BA&H PRilot Project) and the successful implementation of privetizetion and land
titing on an additiond 72 fams in 1997 - 1998 (under the USAID/BA&H Roll-Out Program).
The Government appointed the Depatment of Privatization to oversee the Nationd Land
Program and gpproved the USAID land privatization methodology for farm bresk-up and
privatization of agricultura land. The endorsement of USAID's methodology prompted the
United States Government to fund privatization of land on 550 collective farms, contracting with
BA&H to implement the Program. The United States Government later agreed to fund work on
dl fams in Moldova that dected to privatlize and disribute land to digible members which
ultimately totaled 901 farms.

The chdlenge for the BA&H team was twofold. Frs, the team had to assemble an
organizational dructure cgpable of taking the methodology used on the firg 73 farms (during
1996 - 1998) and aoplying that methodology to at least 890 additiond farms. Second, the team
had to complete land privatization on those 890 fams by December 31, 2000, a period of just
over 27 months. The chdlenge was staggering, conddering that the 72-fam Roll-Out Program
had lasted 15 months.

1. Organizational Structure of the National Land Program

To edablish an organizationd dructure cgpable of implementing the Nationd Land Program,
BA&H needed to do the following:

Expand its network of competent private survey firms.

Add employees to adequately manage atenfold or larger increase in the work
load.

Develop a coordination plan with EWMI, the second USAID contractor
implementing the Nationa Land Program.

a) Expanding the network of competent private survey firms.,

The BA&H team beieved that it needed a least 50 private survey firms to complete the
Moldovan Nationd Land Program Scope of Work within the time frames specified by USAID.

BA&H held a tender in April 1998 to attract Moldovan private survey firms to participete in the
Nationd Land Program. The criteria for digibility to work on the Nationa Land Program, set
out in the documentation shown in Appendix Three, included:
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Evidence that the firm was legdly registered as a private firm.

Presence of experienced surveyors and cadastral engineers on staff quaified to
conduct field surveys, create parcels, and prepare Land Arrangement Project

maps.

Demondrated ability of the private firm to produce technicaly acceptable Land
Arrangement Project maps.

Evidence that no complaints relating to survey work had been lodged against
employees of the firm.

Nealy 100 private survey firms responded to the tender announcement, including the ten firms
that worked on the 72 farms. After screening the gpplications, the BA&H team interviewed the
most qudified firms.  During interviews, BA&H representatives determined which firms were
willing to perform the eight-step scope of work under a fixed-fee contract (which is described in
the box on the next page of this report). Firms that agreed to the standard contract were quickly
assigned farms on which to work and given a sat work order. A ligt of the privae firms that
BA&H employed to work on the National Land Program is shown in Appendix Four.

To ensure tha the private survey firms completed the land privatization and titling work, BA&H
frequently offered the firms materid support in the form of a computer worksation (computer,
printer, and software), which BA&H transferred to each firm as a “mobilization payment” upon
the sgning of a contract to work on the Nationd Land Program. These payments gave fledgling
firms basc eguipment with which they could collate information, subdivide fam fidds and
produce title cetificatess The equipment enabled new firms to perform the contractua tasks
more efficiently, thereby lowering the cost of services to USAID. BA&H recovered the
mobilization payment by deducting the vaue of the equipment from future cash payments to the
firm. Nearly dl new firms eagerly agreed to such in-kind “mobilization payments” BA&H dso
assded larger survey firms in purchasng “totd survey daions’ (dectronic distance-measuring
equipment), which increased the accuracy, speed, and overdl efficiency of the surveyors.
BA&H purchased 23 totd dations for 15 private survey firms, and arranged for a manufacturer’s
representative to travel to Moldova to provide extensive training on the features and use of the
equipment. As an additiond bonus, private firms that completed work according to the contract
schedule were eigible for a 50 percent discount on computer and survey equipment purchased
through BA&H. A copy of the modd agreement between the private survey firms and BA&H
regarding the provison of equipment as a “mobilization payment” is provided in Appendix
Five.

BA&H support for private firms adso involved removing bureaucratic obstacles to the
privatization of agriculturd land.  Corrupt locad officids and officids of Moldgiprozem (the
State survey inditute) often raised obstacles that stopped surveyors from completing work, and
then demanded payments to bypass the atificid obdacles. In some circumdgances, officids of
the Nationd Cadastre Agency intimidated surveyors by threstening to revoke licenses unless the
officas received unofficid payments from the surveyors. In addition, Moldgiprozem officids
frequently proposed draft amendments to officia survey ingructions and issued orders that were

Booz-Allen & Hamilton Consortium
17



USAID/BA&H Project to Develop Land and Real Estate Marketsin Moldova Major Issues

Scope of Work for Agricultural Land Privatization and Titling

The land privatization and titling process, as spelled out in the scope of work in the contract signed between BA&H
and a private survey firm is the following:

Step One — Contracting and equipping. BA&H and the private survey firm sign the standard contract for land
privatization work on a collective farm. BA&H negotiates the supply of equipment necessary to begin the land
survey. The surveyor collects historical maps of the farm and other preliminary information.

Step Two —Field surveys. The private firm surveys the perimeter of each field to be privatized, setting a minimum of
three monuments for each field or group of contiguous fields and assigning monument coordinates that are
referenced to nearby permanent man-made or natural objects.

Step Three — Cartographic base map. The surveyor collates the field notes and prepares a cartographic base map of
the farm that includes information on terrain slope and soil quality taken from historical farm maps.

Step Four — Preliminary Land Arrangement Project map. On the cartographic base map, the surveyor projects an
"anti-erosion" plan; existing and proposed access roads; and, the orientation of parcelsthat will be created. After the
local environmental authorities and the regional cadastral engineer approve this preliminary “Land Arrangement
Project” map, the surveyor recal culates the surface area of each field and deducts the surface area of the projected
roads and anti-erosion strips to determine the exact number of parcelsthat canfit into each field.

Step Five - Grouping and arranging. Based on the preliminary Land Arrangement Project map, the farm conducts a
land tender in which eligible members form themselves into groups and negotiate with one another to select the
fields in which they will receive land. The members of each group then decide within which field each member of
the group will receive land. Group members who will receive land within a particular field then decide the relative
location of each person's parcel in that field, preferably taking into account family relationships, types of cultivation,
and farm member agreements for the use and disposition of land. The Land Commission and the village mayor’s
office approves the "grouping and arranging” lists describing the relative location of each person's land within each
field.

Step Six —Final Land Arrangement Project map, Land Titles and Cadastre Registry of Landholders. After the
grouping and arranging lists are complete, the surveyor uses computer software to create parcels within each field
and prepares the final Land Arrangement Project map (the final parcel map). This map shows parcel boundaries and
dimensions, access roads, existing servitudes, and the anti-erosion scheme. The map also assigns a unique parcel
number to each parcel. The final map is approved by the village mayor and made available for public viewing. On
the basis of this map, the surveyor prepares the Cadastre Registry of Landholders (village land registry), prints the
land titles, and presents these documents to the mayor to approve and sign.

Step Seven - Demarcation of parcelsin field. For parcels that will be cultivated independently by new landowners,
the surveyor marks the parcel corners with simple monuments. Parcels that will be farmed in common or will al be
leased to one farmer are not demarcated in the field. Likewise, vineyard and orchard parcels are not demarcated,
since the location of the parcel is generally evident based upon the location of the vines or trees.

Step Eight- Final file. The surveyor prepares an archive file containing three copies of the Land Arrangement
Project map, all field notes, base maps, and other documents. The mayor’s office keeps a copy of the file for public
viewing, and the National Cadastre A gency and the surveyor each keep a copy.

intended to add approva seps to the officia process for preparing Land Arrangement Project
maps and land titles. Such tactics required BA&H to use its dlies in the Government of
Moldova to stop efforts to extort money from surveyors and to defeat draft amendments that
threstened dability of the legd framework under which the firms completed land privetization.
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Section V(A)(2)(b) of this report discusses the numerous issues that BA&H confronted to
preserve a gable lega framework and to turn away thrests against surveyors.

b) Expanding the BA& H workforce.

The huge increase in the volume of work required BA&H to hire additional saff and to create
specidized teams to support the private survey firms a they completed each task. BA&H added
additiond cadadtrd engineers (surveyors) to its daff and charged them with examining dl
technicad work that the private survey firms submitted for payment. BA&H edtablished a team
of lawyers to review the legd decisons of village mayors, which were the legd bads for dl land
titing work. Database operators used a customized software application to review and collate
the lig of digible faam members with the grouping and aranging lids verifying that dl digble
members were incduded in the land digribution. Findly, BA&H edablished an information
technology team that asssted the private survey firms with al computer hardware and software
issues, induding map plotting, preparation of the regidries of landowners, printing of titles, and
resolution of hardware and software problems. For example, to ensure that survey firms would
not experience any disruption in use of their computer systems on January 1, 2000, the BA&H
technicd team completed an extensve overdl inspection and reconfiguration of esch firm's
hardware and software to meet Y2K standards. Appendix Six shows the organizationa chart for
the BA&H daff responsble for agriculturd land privatizetion and titling under the Nationd
Land Program.

C) Deveoping a program coordination plan with EWMI.

The methodology for farm bresk-up and land privatization evolved from the work on the
“Maac’ fam in the Nisporeni region. EWMI initidly began privatization of this fam in 1996,
with BA&H joining in November 1996 specificaly to handle land privetizetion. USAID used
the same two contractors to test the privatization process during the 72-fam Roall-Out Program.
As the Nationd Land Program began, USAID asked the two contractors to define the
privatization process in grester detail. After a series of meetings between the BA&H and EWMI
teams, the contractors prepared a detailled privatization plan that described the role and
obligations of each contractor, and the ided timeines under which each task would be finished.
A copy of the origind plan for bresk-up and privatization of land on 550 fams is shown as
Appendix Seven. The contractors agreed to conduct regular coordination meetings to discuss
procedurd and bureaucratic delays, ways to solve implementation and coordinatiion problems,
dissemination of public information; and, planning of promotiond events (eg., ceremonies to
digribute land titles). In addition, the two teams regularly consulted on politica Strategy amed
a ensuring the full support of the Government of Moldovafor the Nationa Land Program.

Most problems encountered by the two contractors during the Nationd Land Program were
solved as a result of their close coordination. For example, in cases where a farm failed to
cooperate with EWMI’s work on digtribution of non-land assets, BA&H would temporarily stop
the land privatization and titing work. EWMI would likewise temporarily stop didribution of
non-land assets and debt resolution work on farms that faled to cooperate with BA&H surveyors
on land privaization and titling issues. Another example where cooperation yielded postive
results occurred in October 1999, when the Ministry of Finance passed an amendment to the debt
resolution procedures that stopped the didribution of dl nontland fam assets, induding
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“critica” property (eg., tractors, fam implements, etc.) necessary to cultivate land. The
contractors jointly proposed to USAID to stop both asset distribution and land privatization work
on dl fams until the “debt” issue was resolved by an emergency amendment to the law,
dlowing the digribution of the criticd propety to be exempt from the clams of private and
public creditors. BA&H and EWMI attorneys worked together to draft the amendments that
accomplished thisgod.

However, even with close coordination and planning, Stuations occurred in which USAID’s
sysem of two implementing contractors resulted in delays in completion of the work under the
Nationd Land Program. For example, in January 2000, as the Nationa Land Program neared
completion and pressure built on EWMI to complete land tenders on dl fams, EWMI inssted
that BA&H dlow land tenders to be conducted on the basis of inaccurate historical maps, rather
than prdiminary Land Arrangement Project maps that accurately showed the sze of each fidd.
Since even a minor difference in the sze of a fidd being privatized maeridly dters the number
of parcels that can fit in that fidd, conducting land tenders on the basis of the historicd maps
would have led to much unnecessary revison. In fact, BA&H had previoudy agreed with
EWMI that the EWMI team would conduct land tenders on the bass of historicd maps. This
agreement proved very counterproductive.  BA&H surveyors encountered serious problems and
subgtantia delays on nearly al of the 59 farms on which EWMI based land tenders on historica
maps. The coordination problem was findly resolved by USAID, which agreed with BA&H that
land tenders based on inaccurate historical maps would indeed be meaningless, and would result
in longer ddays than those faced in amply waiting for the prdiminary Land Arrangement
Project maps to be completed.

2. I mplementation of the National Land Program

To implement the Nationd Land Program in a timdy manner, BA&H identified three critica
conditions that had to be mantained. Fird, the cooperation of locd officids (mayors, cadastrd
engineers, regiond officids etc) and fam leaders was necessary.  Frequently even minor
disputes caused subgtantial delays, because the find Land Arrangement Project maps and land
tittes could not be printed until dl known disputes regarding land had been settled. Second, the
legd and regulatory framework that governed land privatization, titling, and registration had to
reman dable Changes in the law that edtablished new requirements for privatization, title
issuance, or regidration of rights to land would force the BA&H team to spend considerable time
retooling and redesigning procedures and the organization of its team. Third, the active support
of the highest leves of the Government of Moldova was necessary to resolve disputes and
enforce policies agreed to between USAID and Government a the start of the Nationa Land
Program. At a few criticd points during the Nationd Land Program, only the complete support
of the highest levels of Government alowed BA&H to continue its work uninterrupted.

a) Cooperation of locd officids and farm leaders.

Decentrdization of the land titling process was one of BA&H's principal achievements during
the 72-fam Rdl-Out Program.  However, decentrdization led to problems, by placing
ubgtantid authority over the land privatization process in the hands of village officds and fam
leaders. The BA&H team had to adopt drategies to prevent village officids and fam leaders
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from abusng that authority in order to obstruct privatization. To minimize this risk, the Nationd
Land Program required each fam and village mayor to sgn a contract that spelled out the
requirements for participating in the Nationd Land Program.  The contract lised the
responshbilities of the farm, the mayor, and the Department of Privatization, as well as deadlines
by which each step in the land privatization and titling process must be completed. This contract
gave the Nationd Land Program a bass on which to use the locd media to chadise
uncooperdtive locd officids participaing in the program. A copy of the contract is shown in
Appendix Eight. Often, only politica pressure could force these officids and fam leaders to
respect the wishes of fam members and complete the necessary work on land privatization.
Typicd problems tha BA&H encountered in deding with village officds and fam leaders
concerned:

Flawed grouping and arranging. Frequently farm leaders or mayors would fail to include
eigible farm members in the grouping and arranging lists, or would misrepresent to the fam
members the location of parcds. Such problems typicaly surfaced after the land titles were
printed, causng disputes that often required reprinting the titles and correcting the find Land
Arrangement Project map. (See the box on the next page describing the importance of
grouping and arranging.)

Frequent changes to the general eligibility lists and list of fields available for privatization.
Too often, mayors changed the generd digibility lig by adding or removing names long
after the land privatization and titling process had begun. Some mayors dso changed the
fidds digible for didribution to farm members in an atempt to secure more vauable land for
their friends, requiring surveyors to perform additiond surveys and to redraft maps.  Such
changes caused disputes among fam members and village resdents, as wel as serious
disruptions for surveyors and the BA&H team.

Misinformation to collective farm members. Village officids and fam leaders who wished
to delay privatization, or to manipulate the process in order to obtain benefits for themsdves
and their persond dlies often faled to inform digible members about ther rights under the
Nationa Land Program or about other issues important to the land privatization process. In
this manner, village officids and leaders manipulated the privatization process to secure their
interests to the detriment of the farm members.

Failure to deliver titles after privatization. Mayors, often conspiring with farm leaders
(oftentimes the former farm manager), would fal to dgn and didribute land titles prepared
under the National Land Program. Without titles, individuad landowners would not know the
location of their land parcd, and would not have legal documentation with which to exercise
their ownership rights. They could not sel or lease their land parcd to anyone other than the
former farm manager, in effect keeping the collective farm together under the control of the
former manager.

Lease problems. Fam leaders frequently faled to execute written lease agreements with
new landowners, adlowing the leaders to dter rent terms arbitrarily or to fal to make rent
payments atogether.
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Grouping and Arranging of Landowners

Grouping and arranging of landowners is probably the most important, and most difficult, step in the entire process
of privatizing agricultural land. This step requires the private surveyor to work with the farm leader and mayor to
ensure that every farm member is given the land parcels to which he or sheis entitled. If even one farm member is
omitted from the grouping and arranging process, the entire Land Arrangement Project map that a surveyor prepares
might be invalidated, requiring the preparation of a new project map.

Grouping and arranging is based upon a land tender, a process in which the leaders of groups of farm members
select the fields in which each group of farm members will receive land. The selection process usually occurs
through negotiation among the leaders. After the tender process is complete, and each leader has selected the fields
of arable, orchard, and vineyard land that will be allocated to the farm members represented by that |eader, each
leader must work with the members of his or her group to decide in which field, and next to whose parcel, each
member’s parcel will be located. The land privatization methodology requires a leader to take into account the
location preferences of each group member. Typically, members prefer to receive land next to their family and
relatives. Landowners who do not plan to cultivate their land usually prefer to take land in afield that a leader has
agreed to lease out in its entirety.

One can imagine the difficulty faced by a leader in working with 300 farm members to decide where, in each field,
each individual’s parcel will be located. BA&H and its private surveyors worked hard to resolve the multitude of
problems and disputes that arose during the grouping and arranging process. The BA&H team and its surveyors
often traveled to the farms to meet with leaders and mayors to resolve problems with grouping and arranging lists.
Over time, various standard solutions became evident, and these solutions were commonly applied to resolve
conflicts. For example, to avoid giving each family member tiny parcels of various sorts of grapes, the BA&H team
developed a standard compromise where each family member would receive a larger parcel of one sort of grape.
This solution gave a family access to each sort of grape being grown on the collective without requiring the
subdivision of land into excessively small parcels.

BA&H daso assisted the private surveyors with grouping and arranging by creating a database program that
compared the general eligibility list for the farm with the grouping and arranging lists prepared by each leader or the
mayor. The software program flagged the names of farm members that appeared on only one of the two lists,
allowing surveyors to speak with the leaders or mayors to resolve discrepancies between the two lists before
proceeding with privatization.

Unfortunately, in many cases the problems described above became disputes between the loca
authorities and farm members who fdt cheated BA&H asssted in resolving these disputes
usng a number of drategies. In most cases, a BA&H team medting with village officids and
angry faam members was aufficient to resolve a dispute. By explaining the law and the fact that
the highest levds of Government drongly supported privatization, many officids would stop
obstructing the process and dlow privatization to proceed. To solve problems with title
digribution, BA&H hired consultants to assist the mayors in delivering the land titles to the new
landowners. In the case of more serious disputes, BA&H used media coverage, naming the loca
officid in the press and explaining that the dispute was caused by the illegd activity of the
officid. Once the press publicized the dispute, the officid usudly sopped obstructing the
process. In extreme cases, problems would persgst, requiring the BA&H team and officids from
the Department of Privatization to travel onrSte numerous times to negotiate a resolution. If dl
these drategies faled, the BA&H team would have no choice but to recommend that the
Depatment of Privatization sgn an order officidly excduding the fam from the Naiond Land
Program. Once excluded, BA&H surveyors stopped work on the farm until the dispute was fully
resolved and the farm was formaly readmitted to the program.
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It is important to note that the speed with which land titling was implemented by the privae
aurvey firms was nearly 100 percent dependent upon the cooperation of the village mayor, farm
leaders, and the village Land Commission.® With cooperation from these individuas, a private
aurvey firm could complete land titling on a amdl fam in three months, and on a large fam in
less than sx months.  Unfortunatdy, some farms experienced delays in land privetization of nine
or more months most often because locd officids refused to fulfill the program requirements.
In other cases, ddays in land privatization occurred because farm members were involved in
genuine negotiations regarding the dlocation of land, which demondrated that individud
members were able to exercise opinions as pat of the process. In the latter case, the BA&H
team tried to assst the members in findizing negotiaions in a manner that was equitable to al
involved.

b) Continued sahility of the legd framework and land titling process.

The BA&H team worked intensdy during the 72-fam Roll-Out Program to establish a stable
and decentraized land privatization and titling process protected by Moldovan laws and
regulaions. The team succeeded in enacting substantial legd safeguards to protect the rights of
new landowners. The BA&H team negotiated a set of dandard ingtructions that ssimplified the
cregtion of land parcels and the preparation of Land Arrangement Project maps and land title
certificates, which greatly reduced the role of opponents to privatization in the Nationd Cadastre
Agency. The team worked extensvely on the Law on Rea Estate Cadastre in early 1998 to
protect the integrity of the mass privatization process.

The continued gability of the legd framework governing land titling was a vitd éement in the
success of the Nationa Land Program. BA&H cooperated with he Nationad Cadastre Agency
whenever possble to avoid problems implementing the Nationa Land Program.  However,
opponents of privatization in the Agency’'s Moldgiprozem subdivison continualy attempted to
“re-centralize’ the land privatization process ad to assume authority over land privatization
tasks. This faction became dedicated to obsiructing the National Land Program, regularly
proposing changes to the legd and regulatory framework governing land privatization. Over the
course of the Nationa Land Program, the BA&H team responded to numerous draft amendments
proposed by Moldgiprozem officids and other anti-privatization forces that were intended to
change the land titling process, impose additionad approva steps, and generdly to re-centrdize
control over dl land. The following lig is jus a sample of the documents on which BA&H
worked. Sample commentaries on these legal amendments are shown in Appendix Nine.

Instructions of the National Cadastre Agency. Congant attempts by Nationa Cadastre
Agency officdds (induding Moldgiprozem officds) to dter the indructions on the
preparation of Land Arrangement Project maps and on the preparation of title certificates
caused recurring problems for the BA&H team. The ingructions (shown in Appendix Ten)
established uniform gtandards for the preparation of parcd maps during the privatization of
agriculturd land, and were jointly approved in December 1997 by the Nationa Cadasire
Agency and the Minigry of Privatization. BA&H succeeded in stopping each Nationd
Cadastre Agency proposd to amend the ingructions by maintaining that any changes must be

® The Land Commission is a body composed of local officials and farm members responsible for making
recommendations to the village mayor regarding land allocation.
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coordinated with, and approved by, the Ministry of Economy and Reforms (the successor to
the Minigry of Privatization). In each case, BA&H was able to convince the Ministry of
Economy and Reforms to reject the proposals, thereby keeping the uniform standards intact.

Unilateral orders to surveyors by the National Cadastre Agency. The National Cadastre
Agency issued Order No. 114 in August 1998, which required surveyors to submit their work
for review a each step in the land titling process, and to pay the Nationd Cadastre Agency
for such reviews. The order adso required surveyors to turn over dl blank title certificates to
the custody of the Nationd Cadasire Agency, in effect re-centrdizing control over the entire
land privatization and titling process. The BA&H team immediately protested the order to
the Vice Prime Minigter, who resolved the matter informdly. The Nationd Cadastre Agency
neither formally retracted nor attempted to enforce the order.

Law on Real Estate Cadastre. This February 1998 law, and subsequent amendments, proved
to be a congtant battleground between the BA&H team and the National Cadastre Agency.
The Naiond Cadastire Agency sought to exert more control over the land privatization,
titing, and regidration process, and the BA&H team sought to keep the process free of
additionad regulation and bureaucracy.  The primary battles concerned standards for
preparing cadastre plans (i.e, Land Arrangement Project maps) and regidtration of
agriculturd parcels in the new regiond Red Edate Regidries mantaned by the Teritorid
Cadagtre Offices. For the most part, the BA&H team, working through the Minigtry of
Economy and Reforms, was able to keep the land titling process intact and free of
unnecessary control by the Nationa Cadastre Agency.

Amendments to the Land Code allowing expropriation without compensation and the Law on
Expropriation. Proposed changes b these laws threstened to deprive landowners of basic
protections guaranteed by the Moldovan Condtitution. Land Code amendments proposed by
the Presdent's office would have dlowed the State to take agriculturd land from owners
who falled to cultivate it, but would not have required the State to pay just compensation at
the time of saizure. The proposa resurrected dements of the old command economy by
forcing landowners to cultivate their land regardless of profitability. The draft Law on
Expropriation dso faled to guarantee payment of fair compensation by the State in cases of
expropriction, or to safeguard the procedura rights of landowners in expropriation
proceedings. The BA&H team provided negative commentaries to both drafts, and
succeeded in convincing Parliament not to enact the worgt provisons.

Law on Soil Remediation (Soil Law) and Law on State Control over Land Use. The proposed
drafts of these laws violated ownership provisons established by the Moldovan Condtitution.
The drafts would have serioudy interfered with land privetization and the development of the
land market by imposng unnecessary requirements for the preparation of Land Arrangement
Project maps and real edate transaction documents.  More dangeroudy, the drafts
reintroduced the command economy by subdtituting public authority for private decison
making. The draft laws would have dlowed Stae officids to dictate the condruction of
certain improvements to privatedly owned land, the owners of which typicadly do not have the
money to make such improvements, and to confiscate the land without compensation if the
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owner faled to make the improvements. BA&H cooperated with the World Bank on severa
occasions to stop the enactment of these laws.

Criminal Code and Administrative Code. Amendments to these laws established crimina
pendties and large fines for falure to abide by orders of State land management authorities
(i.e, Moldgiprozem and other centrdized authorities). The Nationd Cadastre Agency
proposed the amendments to these laws in conjunction with their amendments to the Soil
Law and Law on State Control over Land Use. Fortunately, BA&H was able to stop their
enactment.

c) Centra Government support for the Nationa Land Program.

The support of the Government of Moldova made the National Land Program possble. In
March 1998, Presdent Petru Luchinschi announced publicly that 1998 was the “Year of the
Moldovan Peasant,” and that adl Moldovan peasants should get agriculturd land. As the 72-fam
Roll-Out Program neared its completion in 1998, more politicians jumped on the bandwagon of
privdizetion.  Mid-levd Government officids and Parliamentarians began frequently attending
titing ceremonies in villages and openly voiced support for privatization. BA&H drew on this
support at critical junctures of the National Land Program, when forces opposng privatization
tried to stop the process.

There are severd notable examples when Government and Parliament support kept the Nationa
Land Program on track. Firgt, the National Land Program needed support of key figures in both
the Government and Parliament after the Minidry of Finance amended the debt restructuring
laws blocking digribution of farm assets during privatization. USAID appeded to these key
figures to enact an emergency amendment to the law that permitted the digribution of “critica
property” (i.e, moveable equipment, implements, etc.) necessary for landowners to cultivate the
land without the criticd property being subject to clams of creditors, including the State.
Second, as previoudy mentioned, BA&H turned to the Vice Prime Minider to resolve the
conflict caused by the Nationd Cadastre Agency’s Order No. 114, once again dlowing the
Program to continue uninterrupted. A third example occurred early in the Nationd Land
Program, when the intervention of key Parliamentarians ensured that critical edits to the Law on
Red Edate Cadastre were passed by Parliament and included in the find verson of the law.
These edits preserved intact the process under which BA&H was conducting land privatization,
and avoided additiond controls over BA&H surveyors when preparing Land  Arrangement
Project maps.

3. Other Issuesof Importance

The BA&H team addressed a number of other issues in implementing the Nationd Land
Program.  Public education, corruption, and changes in the locd adminigtrative sructure dl
required BA&H's aitention to ensure the smooth and efficient implementation of the Nationa
Land Program. BA&H’s cooperation with Government ministries and agencies, as well as other
donor organizations, aso played acritica role in the success of the Nationd Land Program.
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a) Public Education.

The speed with which land privatization and titling was completed depended on the &hility of
farm leaders and mayors to understand the privatization process and to carry out necessary tasks.
Private survey firms could not carry out their work if mayors or farm leaders did not know their
roles in the process, or did not understand the importance of each task. For example, the mayor
and farm leaders needed to prepare a ligt of individuds digible to receive land as private owners
before the fam entered the National Land Program. This list served as the bass for the entire
land privatization process. However, the mayor and farm leaders would frequently pressure the
Depatment of Privatization to permit the fam to enter the Program even though the farm's
digibility lig was not yet complete, not redizing that skipping this sep woud require them to
goend much time later to correct errors and omissions on the lis. To minimize such problems,
the BA&H public education team spoke with locd officids about the importance of accurate
digibility ligs and explaned and emphasized the prerequisite that the lig be find before the
farm entered the Nationd Land Program. As previoudy discussed, the process of grouping and
aranging was another chronic problem that required BA&H assstance. In order to assst loca
authorities to complete grouping and aranging, BA&H designated a team to conduct on-ste
training and prepared a booklet with easy-to-use forms that explaned the process in detail
(shown in Appendix 11). Private survey firm employees often traveled to the farms to hep
mayors and farm representatives work out problems with grouping and arranging.

The BA&H public education team worked in various ways to ensure that the generd public
learned about privatization of agriculturd land and the Nationa Land Program. The project
newdetter, which later became the “Farmer’s Hour” monthly publication, was the main source of
ridble information for most fam members digible to receive land. The publication explained
in detaled but smple language the law governing privaizetion; the process that farm members
would follow during privatization; and, the progress of privaizaion throughout the entire
country. The public education team aso investigated and reported on conflict Stuations that
aox in villages undergoing privatization, giving fam membes a nationd forum in which to
make public ther complaints.  When traveling to villages to invedigate dams of ause, the
public education team would meet with aggrieved individuds and explain to them the rights and
obligations of dl paties under the privatization methodology and agpplicable law. The public
education team produced and gave to fam members written information pamphlets, encouraging
them to read the literature and use ther newfound knowledge to stand up for ther rights
Findly, the BA&H public education team spoke at nationd seminars, held press conferences,
and wrote articles published by the national media to teach farm members and the generd public
about privatization and the need for reform in agriculture.

b) Corruption.

Locd officids, environmenta authorities, and bureaucrats of the Nationd Cadastre Agency
often demanded payoffs from privale survey firms in exchange for dgning required legd
decisons, gpproving preliminary Land Arrangement Project maps, or accepting the find files for
fams on which the surveyors had completed work. Moldgiprozem officids were especidly
aggressve in demanding payoffs from Nationd Land Program surveyors.  As Moldgiprozem
officids learned more about the amounts of money involved in the private survey contracts, their
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Harassment of Private Surveyors

Private survey firms implementing the National Land Program became the targets of constant harassment and
intimidation by Moldgiprozem officials. BA&H administered the funds granted by the United States Government to
Moldova for the National Land Program, and paid private surveyors a large percentage of these funds for survey and
land titling work. Moldgiprozem was excluded from the program, leaving its dsgruntled officials ready to
intimidate the surveyorsin any manner possible.

Initial attacks against private surveyors took the form of demands for bribes in exchange for approval of preliminary
Land Arrangement Project maps. This tactic failed because BA&H had taken care to word the “Instructions on
Preparation of Land Arrangement Projects’ in such a way that the surveyors could proceed without approval

signatures if Moldgiprozem officials failed to sign the maps within ten days after presentation by the surveyors.
When it became evident that surveyors would not be extorted, Moldgiprozem officials became bolder and drafted a
series of letters to the Government challenging the competence of private surveyors to perform land survey and
titing work under the National Land Program. The first letter (sent to the Vice Prime Minister in August 1998)

alleged that Moldgiprozem found substantive errors and illegal actions in the documents and land titles for 19 farms
completed by private surveyors. BA&H mounted a full-scale investigation of the charges, and sent the Vice Prime
Minister an 11-page response (shown in Appendix 12 with the original letter from Moldgiprozem) refuting each
charge. The response explained the legal basis for each action taken by BA&H surveyors, and showed how
M oldgiprozem claims were erroneous and not based on law.

Over the next year, Moldgiprozem sent three more officia letters criticizing the quality of the private surveyors
work, and requesting a Government mandate that Moldgiprozem be the only entity allowed to perform work under
the National Land Program. Each time, the BA&H team cooperated with the Department of Privatization to respond
formally to the allegations. The BA&H technical team accompanied Moldgiprozem officials on several survey
inspections, noting Moldgiprozem’sirregular inspection techniques and challenging the officials on their findings.

When the Government of Moldova refused to change its policy of alowing private surveyors to work on the
National Land Program, Moldgiprozem officials responded by threatening to suspend surveyor licenses. In one
case, a private surveyor reported that Moldgiprozem officials summoned him to a survey inspection, at which he
was told to pay officials 20 percent of the gross amount received from BA&H for that farm or have his license
suspended indefinitely. Three other surveyors also faced such threats for failure to pay bribes, leading the BA&H
team to seek assistance from central Government authorities and USAID. Mounting pressure to complete the
National Land Program from the Government eventually forced Moldgiprozem to retract its threats against the
largest surveyors, who were then able to complete their work on the program.

attempts to extract money from private firms became bolder. Intimidation and threats against
private surveyors became common, and included groundless refusds to give necessary approva
of maps, intimidation of locd officids who cooperated with private surveyors, and, in the most
extreme dgtuations, threats to suspend the surveyor’'s license.  If the private survey firms could
not resolve the payoff issue on its own, BA&H would involve itsdf, usng its contacts in the
Government to remove the obstruction.

Legd initigives by Moldgiprozem officids continudly attempted to undermine the legad bass
under which the BA&H team and the private surveyors implemented land privatization. These
initiagtives were typicdly amendments to laws and regulaions tha insated a seemingly
innocuous word in an exiging phrase, changing the meaning of the lawv or regulaion and
cregting a new gpprova step that could be used by corrupt officids to generate bribes. These
initiatives forced BA&H lavyers to scrutinize the contents of dl proposed legd amendments
relaing to land issues for any change that might adversdy affect the exising land privatization
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process. In the vast mgority of cases, BA&H's connections in the Government proved effective
enough to quash dtempts to upset the dability of the exiding decentralized process.
Neverthdess, in some cases, the BA&H team needed to approach high level Government
officas for assstance in sopping legd chalenges that would “re-centrdize’ the process.

C) Adminisrative Territorid Reform and the Law on Loca Public Administration.

In February 1999, the Moldovan Paliament passed the Law on Adminidrative Territorid
Reform, merging 181 smdl primarias into larger neighboring primarias.  The mergers caused
problems with land privatization and titling in the 181 “old’ primarias. In some cases, new
mayors opposed privatization and tried to stop, or substantialy dow, the land titling process. In
other primarias, the mayor was unaware of land issues confronting the new communities under
his or her jurisdiction, which made it difficult to reach equiteble decisons. These adminidrétive
changes caused delays in implementation of the Nationd Land Program, as they required BA&H
and its surveyors to establish new relaionships with locd officids. On occason, the team had to
begin work anew when the mayor refused to follow decisons made under the previous regime.

Problems caused by the adminigrative territoria reform package did not stop with the merger of
primarias. In May 1999, the Parliament passed the Law on Loca Public Adminigration, which
confused the decison-meking authority in every village paticipaing in the Nationd Land
Program. The law contained ambiguous provisons that could be interpreted to chdlenge the
authority of the loca mayor to make decisons on land privatization. The law transferred much
of the authority of the mayor to the village council, making the council the decisonmaking
body, and the mayor the executive aam of the council. BA&H lawyers reviewed the law and
concluded that it might require the village council to make the legd decisons on which land
privatization is based; such decisons had been made by the mayor in the past. Such a change in
the decison-making authority was likely to impact the speed with which land privatization work
could be completed. The village council was composed of no less than seven members and met
only once per month, making it difficult to get a consensus on important decisons, where in the
past avigt to the mayor might have solved the problem quickly.

The BA&H team engaged in lengthy consultations with Moldovan Government officiads, who
advised BA&H to continue land titling using the exising process, with the mayor as primary
decisonrmaker. BA&H informed USAID of the risks involved in continuing land privaization
in a memo shown in Appendix 13. With USAID concurrence, BA&H continued operating
under the exigting process, usng the mayor’'s decisons as the bass for land privatization. In the
folowing months severd village councils chdlenged the mayor's authority to make decisons
regarding land privatization, requiring BA&H to seek assdance from the Government. In each
cae the Government did not respond formaly to the complaints of the village council, but
resolved the complaints informdly with locd officdads. The BA&H team was not entirdy
comfortable with the informa gpproach of the Moldovan Government, and began its own legd
inititive to remove the ambiguities regarding a mayor's authority to make decisons on land
privatization. BA&H proposed amendments to the Land Code that would clearly authorize the
mayor to make such decisons. These amendments continue to be discussed in the Government
and have not yet been presented to Parliament.
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d) Cooperation with Government of Moldova and international donors.

The BA&H team cooperated with the Government of Moldova and with international donor
organizations while implementing the Nationd Land Program. The man BA&H counterpart
was the Minigry of Economy and Reforms and its subdivison, the Department of Privatization.
BA&H aso cooperated extensvely with the Nationa Cadastre Agency on a variety of issues that
affected land privatization and the development of the land market. Finaly, BA&H cooperated
as necessary with the World Bank office and its project teams, with the International Monetary
Fund, and with EU-TACI S projects.

Ministry of Economy and Reforms (Department of Privatization)

The Project Scope of Work clearly states that the BA&H team will cooperate closdly with the
Depatment of Privatization under the Minisry of Economy of Reforms in implementing the
National Land Program. The Depatment was the main implementer of the Nationd Land
Program, and issued the policy and procedurd orders to fams that guided the land
privatization effort. BA&H lawyers edablished cdose working reationships with employees
a both the Depatment of Privatization and the Ministry of Economy and Reforms, alowing
the team to obtain copies of amendments to laws and regulations proposed by opponents to
privetizetion. After carefully reviewing such proposds the BA&H legd team would assst
the Depatment of Privatization or the Minisry of Economy and Reforms to prepare
appropriate comments and explanatory notes, which would be transmitted to the drafters of
the amendments. This cooperation gave the BA&H team early access to potentidly
damaging legad drafts that could have deraled the entire land privatization process and
stopped the National Land Program.

National Cadastre Agency

The BA&H team's effort to maintain a dable legd and regulatory framework forced it to
cooperate with the Nationd Cadastre Agency. While the objectives of the Cadastre Agency
were not dways in line with those of the BA&H team, usuadly BA&H was able to work out
reasonable compromises with Cadastre Agency officids to promote mutudly beneficid legd
drafts.  However, rogue dements of the Cadastre Agency (eg., Moldgiprozem officias)
would often author dangerous legd drafts that would dip through the Cadastre Agency's
adminigration and become a problem which the BA&H lawyers had to resolve through other
channels. On occasion, the disputes arising from these drafts needed to be resolved by the
Vice Prime Miniger. Nevertheless, the cooperation between the Cadastre Agency and the
BA&H team proved postive and necessary to achieve the ambitious objectives of the
Nationd Land Program.

World Bank and the First Cadastre Project Team

At different points in time during USAID’s land reform activities in Moldova, the
relaionship between USAID contractors and World Bank officials was tense.  For example,
in 1996 the World Bank proposed that USAID ddlay any land reform activity until the World
Bank began its USD 22 million First Cadastre Project (to develop a unified land and building
registry), which was predicated on the enactment of a Law on Red Edtate Cadastre by the
Paliament. USAID refused to ddlay its activities and continued with land privetizetion. In
autumn of 1997, the passage by Parliament of the Law on Red Esate Cadastre seemed
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4,

imminent, creating an environment in which the World Bank and USAID had to cooperate to
achieve the land reform objectives of both organizations. BA&H cooperated with the World
Bank during the late stages of the law’s drafting by monitoring the progress of the law's
Moldovan drafters, reviewing the law in detall, and providing comments to Bank officids.
BA&H's interest in the law was to ensure tha Parliament would not enact any clauses
adverse to the exiding land privatization process. After enactment of the law, BA&H began
a fruitful cooperation with the Swedish Aid (SIDA) consultants to the First Cadastre Project.

The permanent representative of the Swedes would meet regularly with the BA&H team to
discuss issues of primary importance to esch project. On many occasons, the Swedish
consultants informed BA&H of new draft amendments coming out of the Cadastre Agency,
dlowing BA&H to dert its counterparts a the Ministry of Economy and Reforms to look for
such drafts.

International Monetary Fund

BA&H deveoped a srong working relationship with the resdent representative of the
Internationa Monetary Fund (IMF) in Moldova, which gave the team regular access to the
IMF policy makers. At meetings with IMF Misson representatives, BA&H would explain
issues criticd to land reform and present its “wish lig” of conditiondities for the IMF to
adopt in negotiations with the Government of Moldovas As a result of these mestings, the
IMF frequently asked the BA&H team for policy advice on agricultura issues and on issues
rdated to land market development in Moldovas On severd occasons, the IMF adopted
conditiondities and benchmarks for the Government on privaization and titing of land
based on BA&H suggestions.

EU-TACIS-- Agrolnform Project

The BA&H team cooperated closdy with the Agrolnform project team to draft many
informationd leaflets and brochures, as wel as an agriculturd land manud, that were dl
digtributed to new landowners receiving titles under the Nationd Land Program through
Agrolnform centers or by BA&H traveling teams. These documents explained leases and
land sale transactions, and answered questions frequently asked by new landowners. The ten
regional Problem Solving Teams dso collaborated with regional Agrolnform centers to
exchange information and agree to refer clients to one another to ensure that rurd citizens
could obtain information and services appropriate to their needs.

Impact of Land Privatization on Moldovan Agriculture

The mass privatization of agricultura land in Moldova disasssembled the collective fam dructure
and digtributed land, more or less equdly, to a large number of individuads. The process created
many legd owners, each with an average of three land parcels (arable, orchard, and vineyard
land) totaing approximately 1.5 hectares in size. New owners received locatable parcels and a
land title for each parcd, dlowing them to identify, and decide how to use, their land.

Critics regarded the USAID land parceling methodology flawed because it created an excessve
number of land parces, which they bdieved was detrimentd to efficent faming. The critics
incorrectly equated the patterns of land ownership to the patterns of faming and faam sze. The
facts show otherwise. The overwheming mgority of landowners choose to act passvely by
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leesing out their land to entrepreneurs or “leaders’ in the community, who pooled land and
machinery to cultivate large surface arees. These lage fams were adle to employ farming
technologies consdered “efficient” by the USAID critics Other landowners leased in a smdl
number of pacds and crested amadl, highly productive commercid fams that usudly
goecidized in high vdue crops. A minority of landowners decided to creste family fams
typicaly cultivating their own parcds and those of ther immediae redatives for subsstence
puUrposes.

Privatization encouraged new landowners to invest in their land. Even with scarce resources and
capitd, many “leaders’ and landowners were able to invest in and improve ther land, if only
through ther sense of ownership and a good work ethic. Many of these individuds found
foreign patners willing to invest in the rich soil and excdlent farming conditions in Moldova
Privatization aso encouraged landowners to trade land, moving productive assets from the hands
of passve to active individuds. This invesment in land and agriculture began a trandformation
of the entire agricultura system, creeting private markets for inputs, land, machinery, and crops
that previoudy did not exidt.

Fndly, privatization of land began to change the socid dructure of the village community in
rurd Moldova, creating a more democratic society. New landowners, now responsible for
themsdves, demanded that the loca power dructure respect their legd rights and give them a
far opportunity to earn ther living. These individuds took active leadership roles and
chalenged the Soviet-era power structure that remained after independence.

5. L essons L ear ned

A number of important lessons can be drawn from the BA&H team’s experience working on the
National Land Program in Moldova. The fird is the importance of loca Government support in
implementing nationwide reforms.  In the former Soviet Union, locd bureaucrats typicaly use
their authority as a license to collect bribes and to control public funds. Donor-sponsored reform
programs cregte tenson between the implementers of reform and the local bureaucrats by
threatening the persond economic interests of the locas. BA&H used a combination of public
education, teaching locd officdas how they too can benefit from reforms, and centrd
Government pressure on locd bureaucrats to minimize obdructions to privatization of
agricultura land and to gain the support of the locd adminigration while implementing the
National Program.

A second vauable lesson is the undergtanding that not al intended beneficiaries of mass-scale
reform will redize the full benefits of those reforms.  In fact, some people might find themsdlves
in a worse dtuation than they were prior to the implementation of reforms. Redizing that
coercion by more influentid members of the locd community is a redity and that there are
limitations to fixed-budget projects will help donors to make difficult choices when setting
project objectives. No single project can be the panacea for reform in an economic sector.
Nevertheless, donor-funded reform projects are worthwhile if the objectives pogtively affect a
magority of intended beneficiaries and make the country better Stuated for its trandtion to a
market economy.
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A third lesson is that contractors must expect to take an active role in managing and
implementing reforms.  Educating locas through a series of training seminars is not likey to
result in the sudainable development of inditutions necessary for a market economy to exid.
The BA&H team learned fird-hand that expatriate consultants, together with loca consultants,
must be involved in recommending nationd policy; lobbying paliticians resolving locd
problems; teaching processes and procedures on-the-job; and, teking an overdl active role
wherever locals needs assstance when implementing reform programs.  In a nutshell, expatriate
consultants must lead by example, roll up ther deeves, and get themsdves dirty if the project is
to gain any measurable level of success. The BA&H expatriate consultants dedicated themselves
to implementing the gods of USAID’s reform project and spent the time necessary, both in the
office and in the fidd, to ensure that the team completed its work properly and achieved
measurable results.

The final lesson to be taken from the Nationa Land Program is that grass-roots public education
during and after privatization is the most critical factor necessry to achieve sustainable reform
on a mass scde. All individuds must know and fully undersand their legd rights and
obligations to fed empowered to wrest control from the corrupt local power dructure.  Only
active public education can give individuds the levd of knowledge needed to function in such a
system. The BA&H team devoted much time and effort to educate peasant farmers, pensioners,
and other rurd inhabitants regarding their land rights and the protection of those rights. BA&H
formed the legd Problem Solving Teams to act as advocates for the rights of the poorest and
leest educated rurd landowners, thereby ensuring that the entire rural population had some
ability to learn about and fully protect their legd rights to agriculturd land.

6. Recommendations

The BA&H team makes the following recommendations for continued USAID eactivities related
to or resulting from its activities implementing the Nationd Land Program in Moldova

USAID should complete any unfinished land titling and regigtration of fams that entered the
Nationa Land Program, but had not received titles as of December 31, 2000.

USAID should ensure that no less than 90 percent of the landowners receive in hand the land
titles prepared under the Nationd Program. To accomplish this god, BA&H recommends
that USAID continue to pay locd consultants to assst the mayors in digributing land titles to
each new landowner.

USAID should support the development of the numerous smdl- and medium-Size private
fams that have emerged as a reult of agricultural land privatization. Support for these farms
and ther proprietors is vitd to the successful trangtion of Moldovan agriculture from a
centraly-planned system to a free market economy. A comprehensive program to assist such
fams might offer reasonably priced medium-term investment credit, address technologica
extension services, and facilitate access to input and output markets.
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B. Mass Registration in the Real Estate Registries

Mass regidration is the sysemdtic trandfer of information on rights to land from the locd land
registries, maintained by the primaria, to the regiond Red Edate Regidries, mantaned by the
nearly 40 Teritorid Cadastre Offices in Moldova  Mass regidration became extremdy
important to the Nationd Land Program and the BA&H team in January 1999, after the Nationd
Cadastre Agency unexpectedly declared dl of the new Teritorid Cadastre Offices open and
functioning. The opening of the Cadadre Offices triggered a clause in the Law on Red EdSae
Cadastre mandating that al rights to rea edtae (including land) trandferred as pat of a
transaction be regigered in the new Red Edae Regidries. The Law forced owners to reregister
ther land ownership rights in the new registry before they could conduct transactions, resulting
in extra effort and cogt for landowners, as well as ddays in the development of the land market.
For example, a rurd landowner wanting to sdl his land parce might have to travel 30 kilometers
to the nearest Territorid Cadastre Office and pay the regidration fee to have his parce entered
into the new registry. It is unlikely that regigration would be completed on the same day,
requiring the owner to return a second day to obtain an excerpt from the registry proving that his
parcd was regisered. For such landowners, who had litle money and no access to
trangportation, the steps involved in “sporadicdly” registering a parcel before a sde could occur
were unmanagesble.  The Cadadtre Offices favored “sporadic registration” of individud parcels
by ther owners because it generated regidration fees from landowners, unlike “mass
regigration” of dl land parcds in a region a the same time, which brought in no additiond
revenue. However, the falure to conduct mass registration dowed land market development and
created confuson in the land tenure sysem because both the locd and regiond regidration
systems continued to maintain land parcel records.

To resolve the problems, BA&H advocated a program to complete the initid mass regidration of
al agricultura parcels established under the Nationd Land Program. The program proposed the
quick and sysematic transfer of legd data from one registry to another a no charge to the
landowner. Once data were moved from the loca registry, the locad registry would be closed and
dl transactions would be registered exclusively in the regiond Red Edae Regisry. The World
Bank and the Nationd Cadastre Agency did not agree with this plan. The implementation plan
for the Cadastre Offices cdled for rurd mass regidration to occur dowly over a five- to tenyear
period, meaning the Cadastre Agency would lose the revenue generated by sporadic registration
over that period should mass regidration be implemented. Furthermore, the Cadastre Agency
had not budgeted for immediate mass regidiration.

1. Memorandum of Under standing on Mass Registration

BA&H redized the urgency in implementing a mass regidration program when the Nationa
Cadastre Agency began to propose re-mapping dl agricultura parcels established as part of the
Nationd Land Program. The proposa serioudy threatened the rights of new landowners, whose
parce boundaries might be dtered without their consent. This threat caused BA&H and USAID
to offer asssance with the mass regigration work. BA&H's plan would accderate the
sysemdic reregidration of al agriculturd land parceds into the new Red ESae Regisry
gysem and diminate the Cadastre Agency’s idea of re-mapping. Under pressure from BA&H
and USAID, the World Bank agreed to fund rurd mass regidration activities, prompting BA&H
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to negotiate with the Cadastre Agency for a Memorandum of Understanding (MOU) on mass
regidration (a copy of which is in Appendix 14). The man points negotiated in the MOU,
signed by the parties in October 1999, were:

Mass regidration of up to three million agriculturd land parces privatized as pat of the
Nationa Land Program.

Immediate issuance by the Director of the Cadastre Agency of an Order "On Mass
Regidration of Agriculturd Land," which specified a smple procedure and time period
within which mass regigtration would be completed by the Territorid Cadastre Offices.

USAID financing for the preparation of cadadtre files of land ownership records based on the
Land Arrangement Project maps and land titles as prepared by private surveyors and
approved by mayors of primarias, without any dterations or re-surveying.

Immediate submisson by the Nationd Cadastre Agency of amendments to the Law on Red
Edate Cadastre and Government Decison No. 1030 “On Mass Regidration” to the
Government for coordination and approva. These amendments safeguarded the exiding
land titling procedure. The Cadastre Agency and the BA&H team agreed to jointly advocate
the approvd of the amendments to the law by the Government, and submitted the
amendments to Parliament for examination and adoption.

Under the MOU, the BA&H team used parcd records created during privatization to print the
“Chapter A” ownership card for each parcd of agriculturd land on fams that completed the
Nationd Program. The Chapter A’s were then sent to the primaria, where a team of consultants
verified ther accuracy agang the exising records (i.e, the duplicate title certificate and the
locd land registry). Next, the BA&H team would collate a cadedtre file that included the
Chapter A card and the duplicate title certificate for each parcd. BA&H consultants would then
transfer dl cadastre files and back-up documents (i.e,, copies of the land registry and the Land
Arrangement Project maps) to the Territorid Cadastre Office.  Findly, the BA&H team used two
documents signed by the Cadadtre Offices to verify the regidration of the parcds. The firgt
document acknowledged the Cadastre Office's receipt of the files. The second document stated
that mass regidtration was completed; disclosed the number of parcels registered and the number
not registered; and, announced that regidration of al future transactions should take place a the
Cadadtre Offices.  This document was publicly posted in eech village for which the mass
registration process was completed.

BA&H established a mass regdration team and purchased the equipment necessary to print over
10,000 Chapter A record cards a day, meaning BA&H could print three million record cards in
300 days. In May 2000, over 1.2 million agricultura land parcels had been privatized under the
Nationad Program. At that point in time, 800,000 of those parcels had been prepared for mass
regidration, yet the Teritoriad Cadastre Offices had mass registered only 310,000. BA&H,
concerned with the dow pace of mass regidration, met with the World Bank misson team in
May to discuss acceerating the process. During the meeting Bank officils made clear that rurd
mass regidration was a low priority and that the Bank had not anticipated the amount of work
proposed by BA&H. Shortly after the meeting, the World Bank officidly informed USAID tha
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it did not have aufficient funds for mass regisration and requested that USAID fund these
activities if it ingsted on accelerating mass regidration.  After discussons between the World
Bank and USAID, BA&H was authorized to negotiate an amendment to the existing MOU under
which USAID would fund al mass regidration activities that occurred from July to December
2000. The BA&H team negotiated a fee of 1.5 MDL per parce (which represents a 50 percent
reduction over what the World Bank was paying the Cadastre Agency for the same work) and
cdculated that USAID funding for the mass regidratiion of the edimaed 1.9 million parcds
might total 250,000 USD. In July 2000, BA&H and the Cadastre Agency signed an amendment
to the MOU authorizing the mass regidration work, which resulted in USAID funding the mass
registration of 844,800 agriculturd parcels a no codt to the landowners. Appendix 15 shows the
monthly and overdl mass regidration totds as of December 25, 2000, and the latest figures for
mass regidration by judet.

2. L essons L ear ned

During implementation of the initid mass regidration program, the BA&H team leaned that
date agencies in the former Soviet Union are not likely to operate quickly without an externd
dimulus to motivate them. Initidly, the Cadastre Agency’s budget under the World Bank
project had limited funds for rurd mass regidration, causng the Cadastre Agency and the
Territorid Cadagtre Offices to place a low priority on mass regidration. Cadagtre Office
employees saw mass regidration as being a long-term project that would offer them job security
for the next severd years. A change in the policy of the Cadasire Agency and in the attitude of
Cadagtre Office employees occurred only after the BA&H team and USAID became involved in
mass regidration. BA&H agreed to pay the Nationa Cadastre Agency for dl agricultural parcels
mass registered by its Cadastre Offices by December 2000. The BA&H team ensured that the
Cadastre Agency pad the Cadastre Office employees per parce, using an incentive-based
payment plan to motivate them to accel erate the work on mass regisration.

3. Recommendations

The BA&H team makes the following recommendation for continued USAID activities related
to or resulting from its activities implementing the Mass Regidration Program in Moldova

USAID should extend its deadlines for payment to the Naiond Cadastre Agency and the
Territorid Cadastre Offices for mass regidration work past December 2000, in order to
complete the initid mass regidration of dl agriculturd parcds crested under the Nationd
Land Program.

As pat of its activities, USAID should continue public education related to mass regidration
s0 tha rurd landowners understand the benefits of the sysematic transfer of their legd rights
into the new regisry sysem. Public education teams should ensure that notices informing
landowners that their parcels are now registered in the new Redl Estate Registry are posted in
each village once mass regidration is completed. Public education teams should dso inform
landowners how mass regidration promotes the development of the land market and
amplifiesther obligations in concluding transactions.
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C. L egal Problem Solving Teams

Legd Problem Solving Teams provide assistance to rurd landowners in resolving disputes with
"leaders’ and locd authorities during the land privatization process, as wdl as dfter land has
been privatized. The Problem Solving Teams usudly assst dderly landowners, who depend on
privately owned land as their only source of income. These citizens are among the poorest, most
isolated, and most vulnerable Moldovans, and are not confident in learning about or enforcing
their rignts  The Problem Solving Teams ae usudly this socid group’s only source of
assistance.

1. Structure and Operation

BA&H edablished ten Problem Solving Team offices throughout Moldova to respond to the
problems that delayed land privatization. BA&H edablished eight offices in April 2000 and
immediately saw the demand for these services grow rapidly. For example, between April and
September 2000 the teams investigated 1,223 cases involving 25,823 landowners, and resolved
1,114 of these incidents on the spot, without taking the cases to court. The high demand for
sarvices prompted BA&H to open two additiond offices in September and to increase the dtaff
of the origind eght offices Appendix 16 shows the locaion of the Problem Solving Team
offices and provides a short biography on the origind team members.

Each Problem Solving Team office includes a least one lawyer and one agriculturd specidig.
Many offices employ a second lavyer and an office assstant to meet the substantid demand for
the teams services. The teams operate by sending at least one office employee to the fidd every
day to vigt landowners who have presented complaints. The team member gathers information;
meets with the local mayor and the leader involved in the complaint; advises the landowners of
ther rights, and, works with landowners to find a solution to propose to the leader or mayor.
Solutions are cregtive and implemented quickly. Only in extreme cases do the Problem Solving
Teams gpply to the court on behdf of landowners.

Problem Solving Teams typicdly asig new landowners with the following maters (i) the
landowner has a digoute with a leader regarding lease agreements; (ii) the landowner has a
dispute with other landowners regarding land boundaries; (iii) the mayor “illegdly” gave title to
land dready being cultivated by one individud to another; (iv) the mayor faled to didribute
land titles, (v) a fam member wishes to clam his land share in kind; and (vi) a landowner
wishesto sdll or purchase land.

A typicd complaint might involve 300 landowners who have leased ther land to a leader during
the soring of 1999. The lease terminates in Fal 1999, but provides for autometic extenson if the
parties do not request cancdlation. The agreed rent equas a percentage of the fal harvest, but
the payment is not due until the spring of 2000. When spring arrives, the leeder refuses to pay
the full rent, and the landowners ask for their land back from the leader. The leader refuses to
return the land unless the landowners pay the planting cost of the winter wheat which has
dready been sown on the land. The landowners are unwilling (and unable) to pay for the winter
wheat. Thus, they have not received dl of the promised rent and cannot use their land to plant in
the spring. In this case, after making it clear to the leader that he is legdly obligated to return
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the land to the landowners, the Problem Solving Team representative might suggest a
compromise, whereby the landowners agree to waive their clam for unpad rent if the leader will
wave his cam for planting cogts, so that the land is returned to the landowners immediady,
with the unharvested wheat. Such compromises are often accepted, resolving the dispute on the

spot.

The case described above is typicd for the Problem Solving Teams and exemplifies the two
man reasons why neutrd techniques for dispute resolution, such as arbitration, are not likdy to
be very effective. Firg, the parties to the dispute do not have equa power. Practicdly al rurd
land disputes presented to the Problem Solving Teams to date involve leaders and mayors who
violate laws and misnform landowners. Leaders dmogst dways have the support of mayors and
other regiond authorities, while landowners dmost never have any effective access to such
authorities.  Second, the leader or mayor has dready exhibited bad faith. In most cases, the
dispute does not arise from any misunderstanding of law by the leeder or mayor, but from his
bad faith violation of contract and other legd obligations.

Problemsin Balatata Village— The Impetusfor Legal Problem Solving Teams

In September 1998, the BA&H public education team wrote an article for the national press about a conflict between
a group of 81 independent farmers and the collective farm manager in Baltata village, Criuleni region. The farm
manager, Mr. Ghelic, apparently ordered his tractor brigade to plow up the newly planted field owned by the group of
81 farmers, igniting a major conflict in the village. Ghelic was upset because the farmers had withdrawn their land
shares from the collective farm in February 1998 and paid Moldgiprozem out of their own pockets to receive their
land titles. As the dispute continued, Ghelic’s intimidation of the farmers increased. He paid off local police and sent
them to stop the farmers from harvesting peaches and other perennial crops, allowing them to rot on the trees. At one
point, armed paramilitary police on Ghelic’s payroll appeared at the home of the group’s leader and threatened him
with physical violence if he continued to work his privately owned land.

The group of farmers met with two Vice Prime Ministers seeking help with resolution of the matter. Neither official
took any action. The group also filed suit for damages against Ghelic in the local economic court. The judge in the
case was paid off by Ghelic and ruled against the farmers. At this point the farmers approached the BA&H team.
BA&H recognized the important precedent being set by the volatile case and decided to assist the farmers in
protecting their land rights against the corrupt farm leader and his henchmen.

BA&H assigned one lawyer to represent the group of farmers and appeal the lower court’s decision with the
economic court in Chisinau. The BA&H public education team also began a media campaign to inform the general
public about the injustice in Baltata, running a series of articles detailing the particulars of the conflict. The
Government got involved after BA&H scheduled another meeting with the Vice Prime Minister to discuss the case
and explain the seriousness of the rights involved in the dispute. Department of Privatization representatives helped
to resolve issues relating to moveable property claimed by the farmers and to the farm debts that Ghelic wanted to
push onto the farmers. After nearly one year of tension in the village, hearings in court, and negotiations with Ghelic,
the conflict was resolved when the collective farm members elected to privatize the farm, in effect removing Ghelic
from power. As part of the privatization of the farm, the 81 farmers received their rightful share of the moveable
property and the farm’s debts were eliminated under the debt restructuring provisions of the farm privatization and
farm debt laws.

This case was one of the first challenges by local farm leaders to the rights of new landowners. The case showed the
BA&H team that regardless of the existence and distribution of legal titles, corrupt individuals would continue the old
pattern of abuse and oppression of the less powerful and lessinfluential peasant farmers. This case proved to be one
of the main factors motivating the establishment of the Legal Problem Solving Teams in 2000.
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The extreme imbaance of power and the bad faith evident in disputes between new landowners
and leaders or mayors made direct assstance to the landowners necessary to resolve these
matters quickly and equitably. In essence, the Problem Solving Teams helped new landowners
even the scaes with powerful leaders and mayors. By hdping to resolve land disputes, the
teams give new landowners (i) some financid security by helping ensure that they are able to
use ther land or to receve income from rents, (ii) independence from the locd dite, which
contributes to democratization; and, (iii) access to the developing land market, which should
make private fams more viable. As of December 2000, the ten teams had investigated 2,083
disputes, resolved 1,727 of these involving 50,616 landowners.

New landowners typicaly learned about the Problem Solving Teams through media coverage
and word-of-mouth.  Newspaper, radio, and televison coverage has brought word of the
teams work to a dgnificant percentage of rurd households in Moldova, as well as a large
number of farm leaders and locd authorities. Team members have written and published
approximately 50 articles in local newspapers, and local media provided unsolicited coverage
of the successful resolution of disputes. The “Farmer’s Hour” monthly publication aso
regularly included sories on the work of the Problem Solving Teams and their contact
information. Please see Appendix 17 for a sample of the articles written about the Problem
Solving Teams

2. L essons L ear ned

Assstance to new and prospective landowners is one of the most important factors contributing
to lagting success in land reform.  Isolation of rurd villages from the centers of power results in
continued abuse and coercion of the less influentid landowners. Even where the reform process
is complete, leeders and other influentid individuds in the village have a substantid opportunity
to cheat new landowners who are not fully aware of ther rights or cannot enforce those rights.

The legd Problem Solving Teams usudly offer new landowners the only means to defend their
rights and protect their economic interests.  Such assistance works best when it takes the form of
advocacy for the rights and interests of landowners, rather than in the form of “neutra” advice
offered smultanecudy to landowners and those who ae activdy violaing the rights of
landowners. Given the extreme imbaance of power between landowners, as a group, and former
collective fam leaders and their alies in locd government, a neutra approach is bound to play
into the hands of farm leaders and leave landowners no better off, and perhaps more discouraged
for the experience. Without teams committed to acting as advocates for landowner rights, poor
and ddely landowners are unlikdy to see any meaningful change in thar lives as a result of
land reform.

3. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or resulting from its legd Problem Solving Team activitiesin Moldova

USAID should continue support for the teams and expand their activities to protect the legd
rights of new landowners, ensuring that the teams continue to act as advocates for landowner
rignts The next 12 months will witness the further establishment of land leasng and land
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sdes practices in the rurd sector.  Without the Problem Solving Teams to prevent
unscrupulous individuads from teking advantage of ignorant or nave new landowners,
crooked practices will become the norm.  Without knowledge of their legd rights and access
to legad defense againg abuse and coercion, new landowners will be unable to enforce their
rights and the law, rendering the reform activity meaningless.

USAID should support efforts to creste an association of legd rights groups that protect
landowners from unscrupulous fam leaders and locd officids. The association should unite
the legd Problem Solving Team offices and edtablish a centrd office that lobbies for legd
and procedural changes to stop notaries and regidration offices from charging excessve fees
and to prevent the re-centrdization of control over land by Government minidries and
agencies.
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D. EnterpriseLand Sales(ELS)

The Project's enterprise land sdes component deals with the privatization of land associated
with enterprises.  During mass privatization in 1994 - 1995, the date transferred the assets of
enterprises to citizens, but kept the land for itsdf. To privatize land, an enterprise must purchase
it from the State, which sdls it according to procedures set out in the rdevant Moldovan laws,
Government Decisons, and regulations. USAID identified the privatization of enterprise land as
an important activity for three reasons. (i) it dissssembles the Stae control structure; (i) it
moves important assets to more productive private hands, and, (iii) it generates investment in the
economy.

The Law on Normative Price and Procedure for Sale and Purchase of Land, originaly passed in
1994, sets out the legd basis for enterprise land privatization. The Law establishes the land price
udng the assumption that dl Moldovan land has agricultura vaue, even land located in urban
aess. To privatize the land, the Law requires the purchaser to pay the dtate for lost agriculturd
profits 99 years into the future. The drafters of the Law estimated this sum and included it in the
Lav as the “normative’ purchase price’ for privatization. Because the purchase price of land
was very high and unaffordable for most enterprises, Parliament, with advice and assgtance from
the BA&H team during the Filot Project, passed an amendment to the Law on Normative Price
in May 1997 that introduced price-lowering coefficients to the price caculation and triggered the
dat of enterprise land privatization in Moldova  Unfortunatdy, the amendment applied only to
privatized enterprises.  Private enterprises® which generdly used smdler land parcels but were
more numerous and better capitalized than privatized enterprises, were not covered by the price-
lowering coefficients.  Only later, in 1998, did Parliament amend the Law on Normétive Price to
aoply the price-lowering coefficients to land associated with private enterprises, making the land
price equa for private and privatized enterprises.

The purchase price of enterprise land is caculated using the following formula

Price=A*T*F*RC* LC

Where:
A = aurface area of the land parcel, as shown on the document that confirms the right of
land use.
T = the tariff for enterprise land, which is9,264.96 MDL per point of soil fertility.
F = ol fetility, which for enterprise land is 65 points.
RC = the republic-based location coefficient of between 0.02 and 0.30, which takes into
account the location of aland parcd within the Republic of Moldova
LC = the sdtlement-based location and improvement coefficient of between 0.60 and
1.44, which takes into account the distance of the land from the relevant settlement center
and the levd of infrastructure at that location.

For example, the price of a parced in Chisnau located outsde of the city center, with a surface
area of 2.36 hectares, is caculated as follows:

" The normative priceis the purchase price of land as established by the Law on Normative Price and Procedure for Sale

and Purchase of Land.
8 A private enterprise is one that was formed with 100 percent private capital and never owned by the State.
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Price = 2.36 ha* 9,264.96 MDL/soil pt. * 65 soil pts. * 0.30(RC) * 1.0(LC)
Price = 426,373.46 MDL.

The Law on Normative Price requires gpprova of the sde by the appropriate Government
authority (i.e, Department of Privatization); notarization of the contract on sae and purchase;
and, regidration of the ownership rights in the Red EState Registry maintained by the Teritorid
Cadadgtre Offices. A detalled procedure for privatization of enterprise land is spelled out in the
Government Decison No. 562 “On Approving the Regulation on Sde and Purchase of
Enterprise Land.”® This procedure is described in the following box. The BA&H team was
reponsble for drafting the regulation, which was adopted by the Moldovan Government in
October 1996. The regulation established a procedure for the quick and smple transfer of the
associated land from the date to the enterprise, using existing documents and requiring no new
land surveys. Under the regulaion, a legd land title could theoreticaly be issued within a few
days after the purchase. A copy of an enterprise’ sland titleis shown in Appendix 18.

Enterprise Land Sale Procedure

1) The enterprise submits to the primaria an application to purchase its associated land, and requests consent
to the land sale from the Department of Privatization Territorial Agency. The application for land acquisition must
include a cadastre plan of the land parcel and the following documents:

a) The state registration certificate of the enterprise.

b) Five original copies or certified copies of a document confirming the surface area of the land parcel and
the enterprise’s right to use the land parcel. This document may be the primaria’s decision on allocation of land to
the enterprise; the Title Certificate of Use; an excerpt from the primaria Cadastral Registry of Landholders; the land
plan; or, any other existing document confirming the right to use the land.

c) A sale and purchase agreement, privatization certificate, or other document certifying ownership of the
immovabl e object |ocated on the land parcel.

2 Within 30 days of receipt of the application, the primaria must adopt a decision on the sale of the land
parcel, and prepare a contract on sale and purchase of land that includes the calculation of the purchase price
according to the Law on Normative Price.

3) The purchaser transfers either the down payment or the full sales price to the bank accounts of the primaria
(the seller of the land according to law) and the State. The proceeds are divided as follows: 50 percent to the
primariaand 50 percent to the State.

4) The contract on sale and purchaseis signed in the presence of anotary and is notarized in three copies. The
primaria keeps one copy, the purchaser keeps one, and one copy remains with the notary.

5) The primaria issues the land title certificate to the purchaser within ten days after notarization of the
contract on sale and purchase.

6) The purchaser must register anotarized @py of the contract and the Title Certificate at the Territorial
Cadastre Office within three months of notarization of the contract on sale and purchase.

7) The Territorial Cadastre Office registers the land parcel and the ownership rights thereto based on the
contract on sale and purchase.

® See Footnote 2.
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As of October 1998, 409 enterprises had purchased their associated land from the state using the
amplified procedure. Nevertheless, the price of land remained unaffordable for most privatized
enterprises.  Newly privatized notaries dso began to cause problems in privatizatiion. To
promote enterprise land sdes, the BA&H team had to solve these problems and many others that
would arise after October 1998.

1. Expanding of the Network of Enterprise Land Sales Consultants

In late 1998, the BA&H team expanded its organizationd structure to move the enterprise land
privatization effort from isolated pockets to al regions of the country. BA&H began to broaden
its network of regiona sdes consultants, using its five Chisnaubased senior consultants to hire,
tran, and supervise over 75 regiond consultants  Enterprise land sdes traning for new
consultants condsted of a forma seminar explaining the steps in the sde process, the enabling
law, and the standard forms used to complete the transactions, followed by onthe-job training
with BA&H senior consultants during which actud transactions were completed.  As questions
aose, new conaultants sought advice from senior consultants or consulted the BA&H reference
manud (induded in Appendix 19) for enterprise land sdes. The manua describes the sdes
process in detal; cites the rdevant laws that establish the legd basis for land privatization; and,
includes a sample of dl forms used in enterprise land sdes. The manua aso includes tips and
drategies for deding with locd officids and for solving typica bureaucratic problems that arise
during the privatization process.

BA&H pad its regiond consultants entirdly on a commissonfee bass. The consultants would
present a billing satement for each completed transaction to BA&H. The hilling statements
(shown in Appendix 20) included al backup documentation necessary to prove that the
transaction was properly concluded and registered. The compensation scheme tied a consultant’s
income to the completion of privatization transactions, dtering the mindset of most consultants.
Conaultants  became innovative problemsolvers who aggressvely opened new markets for
enterprise land sales and hustled for new clients that were willing to privatize their land.

To encourage sudainability in the private market for red edate servicess BA&H heped its
senior consultants to establish four private brokerage firms in October 1999. BA&H supported
the four new firms, both financidly and logidticaly. Each firm sgned a contract for services
(shown in Appendix 21), under which BA&H paid a commisson for privatization transactions
completed with the firm's asssance. However, BA&H dso required that the firm collect a
commission from the client, and made it clear that USAID financid support would be reduced
over time. From October 1999 to December 2000, BA&H reduced the financid compensation
pad for transactions completed by the private firms three times, lowering the commisson by 60
percent.

BA&H offered the private brokerage firms other types of support. BA&H, in cooperation with
ACDI/NVOCA, aranged two training seminars to prepare the consultants to become private red
edtate brokers and Moldovan entrepreneurs. The first seminar used two ACDI/NVOCA volunteers
to teach a sevenday interactive sesson that focused on draegic and financid planning; small
business adminidration; employeg/employer relaions in red edate brokerage, and, the legd
foundations of agency relationships. One month later, BA&H and ACDI/NVOCA aranged for a
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certified gppraiser from the United States to teach the private firm owners about land appraisa
techniques and property vaudtion, focusng on agriculturd land. BA&H adso provided free
office gpace and limited driver services for the new firms. However, throughout 2000, BA&H
continued to decrease its support for the firms, dowly increasing the amount of daly busness
expenses the private firm owners carried.

2. Legal and Regulatory Victories

In 1999 and 2000, the BA&H team successfully lobbied the Government and Parliament to pass
progressve amendments to the laws governing enterprise land privatization. Amendments to the
Law on Normative Price in April 1999 introduced a second set of price-lowering coefficients that
further dropped the purchase price of enterprise land from between 50 to 98 percent, depending
on the parcd’s location. The Parliament dso extended the period of time dlowed for an
enterprise to pay the full purchase price for land (after paying a 25 percent down payment) from
three to ten years. The amendments were a direct result of the BA&H team’s lobbying efforts to
make land more affordable for al enterprises.

The second amendment to the legd framework came in June 2000 when the Government
amended the Regulation on Sadle and Purchase of Enterprise Land. The new provisons permitted
the privatization of land associated with agriculturd dructures (eg., barns, mills, warehouses,
etc) that had been privatiized during the Nationd Land Program, usng the same procedure
edablished to privatize enterprise land. The amendment greetly smplified the procedure by
which the land under agriculturd dtructures is privatized. BA&H consultants reported that this
amendment makes the land under agpproximatey 10,000 agricultura properties digible for
privatization usng the dmplified procedures set forth in the Regulation. The one remaning
problem that blocks the mass-scde privatization of land under these dructures is the legd
requirement that the owners register their rights to the structure before the land can be privatized.
The methodology for privatization of collective fam propety designed and implemented by
EWMI fals to present owners of these dructures with legd documentation proving ther
ownership of the property, bringing into question whether the dructure was ever legdly
privatized. Until this issue is resolved, privatization of this category of land is not expected to
occur on alarge scale.

Throughout 1999 and 2000, the BA&H team fought off severd attacks by opponents attempting
to complicate the procedure for privatizing enterprise land. The most serious of these chalenges
was an attempt by the Nationd Cadastre Agency to force surveyors to tie land plans used during
the privatization of enterprise land to the nationd coordinate system. |If passed, the amendment
would have dggnificantly rased the cods of enterprise land privatization and needlessy
complicated the existing procedure. BA&H was able to garner sufficient support from the
Minisry of Economy and Reforms to terminae condderation of the amendment by the
Government.

3. I mplementation Problems

Severd recurring problems plagued the enterprise land saes consutants during 1999 and 2000.
The firg of these problems was the notary sysem. Moldovan law requires notarization of al
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red edate contracts, mandating the involvement of a notary in each transaction. Privatization of
notary services in September 1998 encouraged many notaries to become bold and abusve in
their practices, establishing strange and arbitrary customs that were not defined in any law or
regulation. Notaries aso raised the fees that a purchaser would pay for notary services. Under
sate notary adminigration, the fee for notarizing a red edtate contract was 2.70 MDL,; after
privatization of notary services, the notary’s fee jumped to one percent of the purchase price.
Another example of the boldness of private notaries was their indstence that al notarizations be
printed on “forgery-proof” blank paper that cost 11 MDL per sheet. A contract prepared in five
copies on this paper could quickly provide a Szeable bonus for the newly privatized notary. In
some cases, the notary refused to use the dandard form of contract for land privatization
mandated by the Regulaion on Sde and Purchase of Enterprise Land. Instead, the notary would
prepare his or her own contract, and then charge an extra fee for its preparation. Findly, many
notaries began to demand that parties present documents not required by law before notarizing a
land sde contract. If the purchaser failed to present the documents, the notaries refused to
notarize the transaction documents, sopping the privatization.

The BA&H team intendfied its lobbying efforts agangt the notaries, taking its case to the
Government and the donor community. The Minidry of Economy and Reforms and the
International Monetary Fund, both disturbed by the actions of the private notaries, joined the
campagn to dop ther illegd actions. The IMF made regulation of the private notaries a
condition for continued lending to the Government. This pressure resulted in Parliament's
passage of an amendment to the Law on Notaries in 1999 that established a fixed fee schedule
for notary services, which dragticdly cut the fees for notarizing red edtale documents.
Unfortunately, the victory was short-lived, because the notaries successfully chdlenged the
amendment in the Conditutiond Court. The Court used strange and illogica reasoning to agree
with the notaries, and ruled that the amendment to the Law was unconditutiona. In essence, the
Court found that the Parliament cannot set the fees by which notaries conduct the state-mandated
practice of notarizing red estate contracts.

After the Court's ruling, notaries continued their pattern of abusive and illegd practices. The
notaries not only reingated the old fee schedule, but even raised some of the fees for notarizing
real estate transactions. This brazen act prompted the nationd press to comment on the notaries
actions. The BA&H team aso wrote a series of articles for the national newspapers condemning
the actions of the notaries and explaining to the generd public how notaries were overcharging
individuas. These aticles prompted the notaries to threaten a lawsuit againgt the expatriate
consultants on the BA&H team. The Stuation was ultimady resolved when the two sSdes
negotiated a reduction in the fees to notarize rurd real estate transactions.

A second recurring problem was regidration of land rights a the Teritorid Cadasire Offices.
After the Nationd Cadastre Agency declared its Cadastre Offices open and functioning in
January 1999, problems with regigtration became common. The Law on Red Edate Cadastre
requires enterprises purchasing land to regiser their ownership rights in the Cadastre Offices,
but initidly nearly dl of the offices were not cgpable of regigering rights. BA&H consultants,
who knew the law and understood the registration process, had to educate and train the registrars
to regiger thar transactions. Once registrars learned the process, many began to abuse ther
power by overcharging purchasers ignorant of the law and of the fees gpproved by Government
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regulation. Cadadre officids adso violated time limits for regidration, creating atificid ddays
to extract payoffs for expedited regisration. BA&H consultants regularly had to battle with
Territorid Cadadtre Offices on these issues, and to complain about unsolved problems to the
Nationd Cadastre Agency. In most cases, the threat of exposing corruption in the new cadastre
system prompted the Nationd Cadastre Agency to resolve the problems quickly.

4, New Strategies

In July 2000, USAID asked the BA&H team to recommend methods to accelerate the transfer of
the remaning non-privatized enterprise land from Sate to private ownership. The BA&H team
conducted a study of 200 enterprises that privatized their land between 1997 and 2000 to gather
input for the recommendations. A copy of the survey results is provided in Appendix 22.
BA&H dso examined the mode for enterprise land sdes used in the Republic of Georgia by
BA&H's USAID-funded sster land market reform project.  Under this mode, land was
transferred from the State to enterprises for a one-time fee equal to twice the red edate tax, in
order to determine its applicability to the Stuation in Moldova As a reault, the BA&H team
prepared two reports (included as Appendix 23) liding Sx possble draegies avalable to
USAID for accderating the privatization of enterprise land in Moldova  The mogt likely
grategies for USAID to pursue would be:

Reducing the enterprise land purchase price to anomind fee
Improving the capacity of enterprisesto pay

Broadening the gpplication of the exising price-lowering coefficients for the purchase of
enterprise land

Enforcing lease contract provisons, whereby enterprises occupying sate-owned land must
pay for the use of that land.

Successful implementation of these drategies, or a combination of them, might result in a much
fagter transfer of enterprise land to private businesses that are likely to put the land to good use.

5. Other Tactics

Severad other tactics were important to the BA&H team's success in enterprise land
privatization. The team's focus on public education to promote land privatization was criticaly
important.  Using its network of regiond consultants, BA&H informed enterprise managers of
the benefits of land ownership and the process whereby they could purchase land. BA&H
consultants held locd seminars, and conducted one-ornrone meetings with enterprise managers,
mayors, and other locd officids (including cadadral engineers and regigtry officids) to persuade
them to engage in land privatization. At the seminars and meetings, BA&H consultants
digributed educationd materids, including pamphlets explaining the privaization process and
handouts reprinting the laws and regulations that define the process. BA&H continudly used
the Moldovan press and the Project’s own newdetter to create public awvareness and to publicize
successes in enterprise land privatization.
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The second important tactic was the hands-on assstance that BA&H consultants gave to the
locd authorities during land privatization. Mot mayors, especidly in smdler villages and
towns, did not understand the process of land privatization. These mayors did not have
resources to prepare the documents required to conclude a privatization sde. For example, many
villages did not have even the paper on which to print a land sae contract. BA&H consultants
offered the mayors materid and logigtica support, as wel as traning in the land privatization
process, so that transactions could be completed efficiently and according to the legd
procedures.  Without the BA&H team, it is unlikdy that even a fraction of the privatization
transactions would have taken place.

The third tectic was the compensation plan used by BA&H, which proved to be a criticd
moativating factor in obtaning good results in a difficult environment. BA&H established an
equitable pay scae under which consultants were paid a generous commisson upon completion
of a difficult, but achievable, task. The commisson payments turned consultants into innovative
problemsolvers, rather than the typica ex-Soviet passve fadids resgned to the inevitable
falure of any privatization efforts.  As time progressed, the BA&H compensation plan motivated
consultants to find new ways to convince enterprise managers of the benefits of land ownership.
BA&H consultants even enticed some of the most stubborn and conservative mayors to become
converts to privaization by explaining that 50 percent of the purchase price generated through
privatization sales was deposited into the primaria bank account a closing.

Using the techniques described above, the BA&H team was able to assg a total of 1,564
enterprises in purchasing 1,891 parcels of associated land from the State between October 1998
and December 2000.

6. L essons L ear ned

BA&H successfully used a commissonbased compensation plan for its enterprise land sdes
consultants, motiveting them to find cregtive solutions to bureaucratic obstacles that hampered
the privatization of enterprise land. Commisson-based compensation crested an atmosphere in
which consultants persona economic gain was tied to the success of land privatizetion and
reform.  Before indituting this type of compensation, BA&H consultants continudly offered
excuses why privatization transactions could not be completed. Shortly afterward, the same
consultants were concluding a large volume of enterprise land sdes and making the land sde
process, as defined by the Regulation on Sale and Purchase of Enterprise Land, commonly
accepted in locdlities throughout Moldova

BA&H conaultants were dso indructed to offer any assstance necessary to loca officids to
conclude privatization transactions. Locd officids frequently lacked the resources and
knowledge of the law to prepare documents necessary for land privatization. BA&H consultants
helped draft contracts, cadculated the correct price for the land being privatized; and, guided
mayors through the legd seps in concluding the transaction. The consultants also assisted
enterprise managers, explaning to them the necessary documents, helping complete the
goplication for land purchase, and guiding enterprise managers through the closng process.
These customer-oriented services accelerated the process of enterprise land privatization and
promoted an atmosphere where privatization was likely to succeed.
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Finadly, BA&H dressed the proper training of its enterprise land sdes consultants.  These
individuds taught locd officids the procedurd requirements for land privaization and
safeguarded the legd process established by regulation and law. BA&H required its consultants
to know the law and its nuances, and to be able to explain the law in detall to mayors, village
cadadtre engineers, red edate regidrars, and enterprise managers. Because of their neutrdity in
the transaction, BA&H consultants had the best interests of dl parties in mind, and ensured that
the transactions would be properly concluded and registered.

7. Recommendations

The BA&H team makes the following recommendation for continued USAID activities reated
to or resulting from its activities implementing enterprise land sdesin Moldova

USAID should continue to support the private rea edtate brokerages that assist enterprisesin
privetizing their land, and hdp them to organize themsdves into an associaion of
cooperating brokers. These firms are not yet sdlf-sustainable, and they need the financid and
logistical support of USAID for an additiond year. The firms should kecome independent of
USAID funding and assistance by 2002. By 2002, the firms should aso form the bass for an
association of private red estate brokersin Moldova

USAID should examine dterndives to change the policy of the Government of Moldova
toward enterprise land privatization, in order to acceerate the trandfer of land from date to
private hands. BA&H has prepared a comprehensive study of the possible policy dternatives
in this regard, which USAID should evduate immediately and implement in 2001.

USAID should continue lega and regulatory work to protect the rights of enterprises that
own land, and to safeguard the process under which enterprise land privatization occurs from
assaults by opponents on the lega framework of the process. Moreover, if USAID wants to
support changes to the policy under which enterprise land privatization occurs, a concerted
legd and regulatory effort is needed in 2001 to draft legd changes and further smplify the
process under which privatization occurs.

USAID should daify the legd ownership documents for agricultural Sructures that were
digtributed under the EWMI portion of the collective farm break-up process. It appears that
no lega ownership of the Sructures was transferred to the members of the collective farm,
making it legdly impossble to privatize the land benesth these dructures using the
amplified procedure defined by the Regulation on Sale and Purchase of Enterprise Land.
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E. Private Land and Real Estate Sales

A magjor component d the Project Scope of Work was the development of the private red edtate
market.  This component was important to promote investment in the Moldovan economy;
unlock a source of capitd for individuds and enterprises, and, give landowners the ability to
exercise fully ther ownership rights. During the 72-fam Roll-Out Program, BA&H privatized
about ten percent of the agriculturd land in Moldova and completed a substantiad number of
enterprise land sdes, edablishing a base of private landowners with whom BA&H senior
consultants could work to develop the private red estate market. BA&H consultants informed
the public that, according to the Law on Normative Price, a private owner could sdll his or her
land a a fredy negotiated price once the land had been privatized. Once consultants found
purchasers and sdlers for newly privatized land, they asssted the parties in negotiating a price,
drafting a contract, concluding the contract before a notary, and registering the ownership rights
of the purchaser in the Red Edate Regisry. Through ther actions, BA&H consultants
ingtitutionalized the procedures for completing and registering private transactions.

BA&H conaultants were able to adapt the land sade procedure to the loca customs mainly
because the law provided a smple description of the procedure. In ingtances where a notary or a
Territoria Cadastre Office employee disagreed with the BA&H consultant on a point of law, the
consultant would exploit the ambiguities caused by the lack of detall in the Law on Normative
Price to convince the authority of the legdity of the proposed solution. BA&H consultants
became wel-versed in the law, leaning to “live in the loopholes’ to conclude private
transactions, and they replicated throughout the country the procedures thus developed in
conducting private red edtate saes.

In addition to sde and purchase transactions, BA&H consultants developed procedures for
"exchanges' of agricultura land, and helped landowners to conclude, notarize, and regiser the
only known exchange transactions in Moldova. Exchanges were necessary because, dthough
access to dl of the arable (field crop) parcels created as part of the Nationa Land Program is
provided by either an exigting road or a "projected’ road that is not yet congtructed, the mgjority
of these parcels are located in the middle of a large fidd, without access to an exigting road. |If
the owner of such a non-accessible parce desired to sdl or lease out his or her parcel, he or she
would exchange parcels with the owner of a parce that aready borders an existing road using an
exchange contract, after which he or she would sl or lease the new parcd.

1 Key Factorsin Developing the Private Land and Real Estate Market

Two factors in particular contributed to the substantid increase in private red edtate market
activity beginning in October 1998. First, BA&H changed the pay gtructure for its consultants
from a “base-plus-commisson” plan to a 100 percent commisson plan. BA&H beieved that
paying Szesble commissons to its consultants for concluding privaie red edate transactions
would be successful in encouraging more transactions. At fird, when few transactions were
expected, BA&H pad a very generous commisson for each completed tramsaction. As
consultants concluded more private transactions, BA&H gradudly lowered the commisson fees
to more reasonable levels.
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Second, USAID agreed that the BA&H team should begin to work with buyers and sdlers of
agriculturd land and reddentid red edate, rather than just with enterprises that had privatized
their associated land. The 72-fam Roall-Out Program established 70,000 new private owners of
agriculturad land, and the Nationd Land Program would establish another 785,000 agricultura
landowners, making it clear to BA&H that the maket for privatdy owned agriculturd land
would be the essest to devdop. BA&H conducted surveys in villages that had completed
agricultural land privatization to determine if demand for acquiring additiona agriculturd land
exised among the new owners. Where demand appeared high, BA&H hired locd consultants to
identify sdllers and purchasars of land, and paid a finder's fee to the loca consultants when
transactions were concluded. BA&H trained locad comsultants usng a reference manua (see
Appendix 24) and on-the-job training by senior consultants.

2. Establishment of Private Real Estate Firms.

As discussed above in the section on enterprise land sdes, BA&H helped its senior consultants to
establish four private red estate brokerage firms in October 1999. BA&H was determined to
Cregte a private red edate service sector by establishing the four firms. BA&H agreed to support
the firms financidly, but to phase out that support over time, making it necessary for the firms to
collect commisson fees from clients and to bear themsdves an increasngly greater percentage
of the cods associated with running the business. To prepare the new firm owners for life as
entrepreneurs, BA&H arranged two training seminars in cooperation with ACDI/VOCA. The
firs traning seminar focused on red edate brokerage and business planning, and the second
training seminar focused on land gppraisal and vauation. BA&H aso offered the new firms free
office space and limited access to BA&H drivers.  As the firms completed their firs year of
operations, they reported that on average 25 percent of their revenues came from USAID and the
remainder from citizens and enterprises tha were dients, showing that the firms can become
Hf-sustainable.

3. I mplementation Problems.

The man problems encountered by BA&H consultants when assging individuas to conduct
private read edtate transactions were procedurd. Loca public officids (i.e.,, mayors or cadastrd
engineers) played no formd role in the trading of privatdy owned land, so it was not common
for such officids to prevent paries from concluding transactions. Most problems occurred as
paties tried to formaize contracts with notaries or to regiser the transfer of rights a the
Territorid Cadastre Office.  Moldovan law requires notarization of red edtate contracts and
regidration of the trandfer of rights, creating a Stuation in which notaries and registrars are able
to misuse their authority and cause problems.

a) Private Notaries. As mentioned above in the section on enterprise land sdes, the notary
offices were privatized in September 1998, after which notaries boldly indituted questionable
requirements and abitrary procedures for notarization of red estate contracts.  Notaries
obstructed private rea edate transactions frequently, even more often than privatizaion
transactions.  This discrimination likely occurred because private transactions did not involve a
Government authority that was likely to object to corrupt practices.
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High notary fees quickly became the most common problem for paties to a red edae
transaction. The fee to notarize a red edtate contract, as authorized by an Order jointly issued by
the Ministry of Judice and the Ministry of Finance in September 1998, was one percent of the
red eda€'s vaue as dated in the contract. The fee was much higher than that charged (2.70
MDL) while the notaries were part of the state structure, and bore no reationship to the amount
of work or complexity of the work required of the notary. The fee amounted to a private tax on
red edtate transactions that was perceived by most buyers and sdlers as quite high. People from
rurd aress, where income levels tend to be much lower than in cities, suffered disproportionatdy
from the effects of these high fees.

To stop the drag on land market development caused by these fees (and other abuses of notaries
discussed below), the BA&H team turned to the Internationd Monetary Fund. BA&H informed
an IMF mission of the problem with notary fees and convinced the IMF to adopt the reduction of
notary fees for red edate transactions as one of its conditions for continued lending to the
Moldovan Government. The conditiondity resulted in Parliament’s passage of an amendment to
the Law on Notaries in July 1999 that established a fixed fee schedule for notarization of red
edate contracts and sharply reduced the notary fee. The victory was short-lived, however, as the
notaries successfully chdlenged the amendment in the Conditutional Court. The Court, using
drange rationale and poor logic, ruled that the amendment was unconditutional and annulled the
fixed fee schedule. In essence, the Court found that the Parliament did not have the right to st
fixed fees for the services of notaries, even though the services are mandated by law.

After the Court's decison became public, the notaries reestablished their fee schedule without
the gpprovd of the Minigtry of Jugstice or Ministry of Finance, and even raised many of the fees.
For example, the fee for notarization of a red estate contract became the greater of 270 MDL or
one percent of the purchase price. Once again, the fees were prohibitively expensve for those
engaging in agricultura land and rurd red edate transactions, depressing activity in the market.
The 270 MDL minimum fee was paticulaly expensve for a famer purchasng parces from
more than one individud. For example, a farmer who agreed to purchase ten parcels of land for
3,500 MDL each would have to pay the notary an additiona 2,700 MDL (nearly eight percent of
the purchase price) to notarize the ten contracts. These problems continued until the BA&H
teamn wrote a series of articles that raised a public outcry in the nationd press and exposed the
corrupt practices of, and the excessve fees charged by, the notaries. Appendix 25 contans
sample aticles related to the notary controversy that were published in the press. An eventud
compromise agreement between te BA&H team and the notaries lowered the fees for real estate
and agricultural land transactions in rurd aess to more reasonable levels, dlowing the
development of the red estate market to continue unimpeded.

Adde from the high fees notaries dso paticipated in illegd activities, violating norms and
dandards for their persona economic benefit. The BA&H team learned of many illegd actions
committed by notaries from buyers and sdlers of red edtate, and reported these actions to the
Minigry of Economy and Reforms.  The illegd activities in which the notaries were regularly
engaged included, but were not limited to, the following.

Notaries, under the protection of the Ministry of Judtice, established a requirement that
parties to transactions purchase “forgery-proof” paper for the notarization of contracts.
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Initidly, the notaries indsted that dl contracts be drafted on the forgery-proof paper, but they
eventudly ingsted only on use of the paper for ther legd atestations. Mogt notaries refused
to notarize red estate documents unless the parties to the transaction agreed to pay a charge
of 11 MDL per sheet for this paper, in addition to the standard one percent notary fee. The
Law on Notaries does not authorize this procedure, nor was a charge for the use of forgery-
proof paper mentioned in the origind notary fee schedule jointly issued by an Order of the
Minigtry of Judtice and the Minigtry of Finance. In fact, no legd basis exids for a notary to
indg upon usng forgery-proof paper when notarizing transactions or to charge the parties
for this paper. Moreover, there was no need for such paper, since the notaries sgned and
sedled each copy of the red edtate contract in a number of originds, with the originds being
retained by the notary, the Territoria Cadastre Office, and the purchaser. Use of such paper
only raised codts to citizens and put money in the pockets of notaries and printers. To object
to this outrageous procedure, the donor agencies (IMF, World Bank, and USAID) sent a joint
letter of complaint to the Prime Minister in September 1999 (please see Appendix 26 for a
copy of the letter and a memo on the problems with notaries sent to the IMF and World Bank
to gain ther support). Eventudly, sustained pressure on the notaries eiminated widespread
use of the forgery-proof paper in red edtate transactions.

Some notaries charged each party to a red estate transaction 35 MDL (for a tota of 70 MDL)
a an "goplicaion fee" before examining documents, in addition to the norma notarization
fee. This gpplication fee was not contemplated by any law or regulation and only enriched
corrupt notaries,

Some notaries refused to accept contracts drafted by attorneys representing parties to red
edate transactions, in violation of the Law on Notaries. These notaries would only agree to
notarize a contract if they had drafted the document themselves, the notaries would then
proceed to charge afee for preparation of the contract.

Some notaries refused to notarize red estate contracts unless the parties presented a
"vaudion certificate’ from the Teritorid Cadadre Office.  The Law on Normétive Price,
which clearly dates that the parties to a red edtate transaction may sdl privately owned land
a a fredy negotiated price, does not require such certificates. Notaries typicaly established
this requirement after colluding with corrupt employees of the Territoria Cadastre Offices.

These obstructions, and others too numerous to mention here, were al designed to erich corrupt
notaries. The result was an increase in transaction cods that dissuaded individuds from
purchasing and selling red estate, and dowed the development of the private red estate market.

b) Territorid  Cadadre  Officess.  BA&H conaultants assdting with private red edae
transactions encountered problems registering rights a the Teritorid Cadasire Offices.
Moldovan law requires that dl rights to land and red estate which are trandferred as pat of a
transaction be registered in the Red ESate Regisry mantaned by the Teritorid Cadastre
Office within three months of the transaction. This requirement gave Cadastre Office employees
authority over red edate transactions, which resulted in various problems as that authority was
abused. The most common problem was overcharging individuas registering red edtate rights.
Few people were aware of the fee schedule approved by the Government, allowing Cadastre
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Office employees to overcharge or to charge fees for non-exisent services. BA&H consultants
reported that individuds registering rights to red estate would frequently be charged two to three
times the gpproved feee. BA&H consultants would often argue with the Cadastre Office
employees on behdf of the parties to a transaction until the Cadastre Office employees charged
the proper fee.

A second problem involved Cadedre Office employees illegdly issuing land titles when
registering private transactions.  Under Moldovan law, a land title is unnecessary once the rights
to red edate are regidered in the Red Edtate Registry.  Unscrupulous Cadastre Office
employees took advantage of ignorant purchasers, inggting that a new land title be prepared in
the purchaser’s name, dl for an extra fee. In addition to being illegd, the practice undermined
the integrity and credibility of the Territorid Cadastre Office and its records.

Findly, Cadadtre Office employees often informed red edae sdlers that they needed to
purchase a vauaion cetificate from the Cadastre Office prior to sdling their parcd. These
cetificates lised the normative price of the land being sold, a vaue bearing no reaionship to
the market vaue of the land. The Cadasire Office employees colluded with locd notaries, who
refused to notarize red edtate documents without the vauation certificate, forcing unsuspecting
slersto pay extrafor adocument not required by law.

4. TheLand Market

In spite of the problems, since October 1998, the BA&H red edtate consultants assisted private
dtizens and enterprises in concluding 3,506 red edate transactions. The table below shows the
tota number of private transactions that BA&H consultants (as project staff and as private firms)
helped conclude. The rapidly growing number of transactions signifies the beginning of the
market for private agriculturd land and resdential red etate.

Typeof Land No. of Transactions No of Parcels
Agricultural Land 1,989 2,698
Residential Land 1,483 1,509

Enterprise Land 25 27
Agricultural Parcd 9 37
Exchanges
Totals 3,506 4,271

A key factor to note is that the market for agriculturd land has developed mogt repidly in those
aress of Moldova where farmers have access to cash output markets. For example, an active
market for private agricultura land quickly developed in the North because farmers could <l
their produce for cash in nearby Ukraine. Cash output markets dso exist in the center of the
country in Chisnau and Orhe, helping account for active land markets near those cities. In
contrast, aress in the West and far South of Moldova, near the Romanian border, have low
demand for agriculturd land largely due to the lack of nearby cash output markets. The
Romanian market is not viable for most Moldovans because of the Smilarity in climate, crops
grown, and soil conditions. Romanian farm operations aso seem to be more advanced than their
Moldovan counterparts, making it difficult for Moldovans to compete with the Romanians in
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terms of quadlity or price.  The following table of average prices for agricultural land best shows
the level of land market development in different parts of the country. A higher average price for
one hectare of agriculturd land suggests higher demand for land and a more developed regiond
land market.

Region of Moldova | Average Price of Agricultural Land per hectare
North 5,081 MDL
South 3,160* MDL
Center 2,519 MDL

*  The average price of land in the South is increased dramdicdly by the sdling price of
agricultura land in Tighina judet, located South East of Chisnau near the Ukrainian and
Transnigtrian borders.

5. L essons L ear ned

One of the main lessons learned by BA&H consultants developing the private red estate market
is that market activity would not exis without public educetion. Teritorid Cadastre Office
offidas and notaries regularly misnformed new landowners of ther rights and obligations, and
of the procedures for sdling red edtate. Farm leaders and corrupt mayors often told new
landowners that Moldovan law did not dlow them to sdl their land. Too often, BA&H
consultants needed to explain to individuds who recently became private landowners that they
had the right to sdl their land at a fredy negotiated price, and not & some normétive price st by
the State.  BA&H consultants concentrated on educating the public, and on darifying or refuting
the rumors that confused the facts about private red estate ownership and saes.

Another lesson is that active assstance to parties concluding red edtate transactions is needed to
promote activity in the red edtate market. As with enterprise land sdes, many sdlers did not
know the law, and had no resources to prepare for transactionss. BA&H consultants asssted
these sdlers with preparation of contracts and documents necessary to close the transaction;
transportation to and from the cloang; and, negotigtions with notaries on fees.  Without
assigance, many sdlers and buyers would not know how to formdize the sde of red edate or
how to protect their rights by regisering the transaction in the Red Edtale Regidtries without
being overcharged or cheated by Territoria Cadastre Office employees.

Commissionbased compensation played a criticd role in BA&H's success in developing the
private rea estate market. Consultant @mpensation was tied to the successful conclusion of red
edate transactions, including the legd regidration of the new owner's rights. The BA&H team
verified that transaction documents had been properly formulated and registered prior to paying
commisson fees to its consultants. The compensation system conditioned consultants for their
trangtion to the maket as private brokers, motivating them to hudle for dients and actively
promote private red estate sdes. The system aso focused consultants on customer service and
on ethicd representation of clients.

Findly, BA&H recognized that cash is scarce in Moldova and that the general public needs
access to affordable medium-term credit for the purchase of land and red edtate. Without credit,
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conolidation of smadl agriculturd land parcds is difficult, and the trandformation of the
agriculturd  sector from an inefficent centrdly planned economy to an efficient market-driven
one will be ddayed. Therefore, it is criticd that mortgage credit be made available as part of
land market development activities.

6. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or resulting from its activities assding the development of a market for privatedy owned red
edtate in Moldova

USAID should continue supporting the private red estate brokerage firms established by the
BA&H team in October 1999. The firms are the bass for the private sector red edtate
savices maket.  The firms need continued financid and logidicd support until a criticd
mass of buyers and sdlers of private red edtate emerges in Moldova, dlowing the firms to
generae enough revenue from commisson fees to become sdf-sudaining.  In addition,
support for the private firms will protect the interests of buyers and sdlers of red edae in
the fledgling market.

USAID should promote market efficiency in land transactions, including sdes, exchanges,
and leases, by helping to form independent associations of brokers and other real estate
sarvice providers. These associations will be able to collectively promote therr interests, and
the interests of their dients, by supporting continued public education on the rights of red
estate owners and the benefits of a developed red estate market. The associations will dso
provide an indigenous source of support, advice, and advocacy for further legd and
regulatory reform.

USAID should promote additionad smplification of processes and lowering of transaction
costs by working on the legd and regulatory framework governing private transactions and
the inditutions that affect the cogts of those transactions. Specificaly, USAID can hdp
establish independent waichdog groups that will lobby to keep regidration fees and notary
fees low. USAID-sponsored activities can defend against proposed requirements for private
parties to obtain unnecessary documents as a precondition to sdling their land and red edtate.
For example, the Minigtry of Agriculture and other Moldovan government agencies have
proposed a mandae for sdlers to obtan soil qudity certificates before sdling agriculturd
land; to obtain vauation certificates dong with an excerpt of ownership from the Territorid
Cadadgtre Office; and, to have an appraisd completed by an employee of the Teritorid
Cadadgtre Office prior to sdling their red edate. These types of requirements must be
avoided because they unnecessarily raise transaction costs and serve only to line the pockets
of bureaucrats.
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F. Mortgage Credit Programs

During the Project, BA&H established two pilot mortgage credit programs in cooperation with
the Citizens Network for Foreign Affairs (CNFA). BA&H beieved the mortgage programs to be
vitd and necessary tools to expand and acceerate the development of the red edtate marke,
introducing needed liquidity for the purchase of land into a cashrpoor society. One program
worked with commercid banks and the other with rurd Savings and Credit Associations
(SCA’s). The two programs used donor funds to introduce the concept of mortgage credit to
Moldovan financid inditutions and to motivae financd inditutions to meke medium-term
mortgage loans that they otherwise would not make. Both programs focused on providing credit
for the purchase of land BA&H educated financid inditutions and land purchasers on the
procedures involved in mortgage lending and on the documentation necessry to evaduate credit
risk and collateral vaue, so that mortgage loans could be made with alower risk of defauilt.

As the number of landowners increased in 1999, the demand for purchase and sde of privatdy
owned red edae (especidly agriculturd land) grew. Buyers of land could purchese a few
hectares, usudly by borrowing from relatives and friends, but the scarcity of cash made it nearly
impossble for farmers to purchase many parcels to consolidate land into large fidlds which could
be more eficently famed, even when they identified willing sdlers  BA&H recognized the
need for liquidity and was determined to make mortgage credit avalable to the developing
market. BA&H lawvyers immediatdly andyzed the rdlevant laws and determined that the pledge
of land was possble under the Law on Pledge. The mechanisms of the Law on Pledge, while not
well defined, were sufficient for BA&H to begin working with commercid banks to promote
mortgage lending. In particular, BA&H advocated lending for the purchase of land, whereby the
land being purchased is used as collaterd for the loan (a common practice in developed countries
known as “purchase money mortgage’). The team worked through the Minisiry of Economy and
Reforms to improve and smplify the legd framework, and convinced the Internationd Monetary
Fund to include amendments to the Law on Pledge as a conditiondity for continued lending to
the Moldovan Government. BA&H drafted these amendments, which included two key clauses.

The fird cdealy dlowed smultaneous concluson of both sde and purchese agreements and
mortgage contracts (a procedura point hat was previoudy unclear). The second defined more
precisdly a foreclosure procedure on land pledged as collaterd for a loan. The Ministry of
Economy and Reforms quickly pushed the amendments through the Government and Parliament
in 1999 to meset the IMF s condition, promoting the development of the mortgage market.

1. Commercial Bank Mortgage Program

Procedure aside, the most significant obstacle to sarting a mortgage program in Moldova was
the unwillingness of commercid banks to make a loan for longer than one year a a rate that land
purchasers would consider reasonable. A typica bank loan was for a term of 9 to 12 months a
an interest rate of 35 to 40 percent per annum. Such loans were unaffordable, even for land
purchasers who desperately needed access to cash. BA&H decided that a pilot mortgage
program was needed to make mortgage loans affordable to land purchasers and to show banks
that such loans were worth making. Together, BA&H and CNFA proposed the Commercia
Bank Mortgage Program. Under this program, CNFA would offer funds from the sde of excess
United States Depatment of Agriculture (USDA) commodities under the Food for Progress
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Program to commercid banks for the purpose of making mortgege loans. BA&H would supply
technical assstance to both the commercid banks and the borrowers (farmers seeking to
purchase land), with the goa of developing standard mortgage loan procedures and practices
usng a Western modd of mortgage credit. USAID, USDA, and the United States Embassy in
Moldova dl approved the idea in early 1999. CNFA then sgned a contract with one commercia
bank (Moldova Agroindbank), under which it funded up to 50 percent of each loan (up to a
maximum 20,000 USD) made by the bank as part of the program. CNFA accepted a lower rate
of return on its portion of each loan than that charged by the bank, “buying down” the interest
rate to 27 percent, thereby making loans more affordable to borrowers. The risk-sharing
arrangement also induced the bank to extend the loan term to between three and five years.

In April 1999, Agroindbank made the fird mortgage loan under the program, lending 5,000
MDL (approximately $500) to a farmer who purchased 1.5 hectares of land in Hincesti region.
Unfortunatdly, when meaking the loan and concluding the mortgage, the Hincesti affiliate of
Agroindbank did not follow the procedure agreed to between BA&H and Agroindbank. The
transaction was not a purchase money mortgage, which caused BA&H to redize that
Agroindbank was unlikely to cooperate fully in implementing the program.

BA&H then gpproached CNFA about working with a second commercia bank, keeping the
program’s focus on developing purchase money mortgages. After meeting with severd banks to
explain the program, the contractors ayreed to work with FinCom Bank and structured a program
that would work only on purchase money mortgages. CNFA agreed with FinCom Bank to fund
loans on terms identicd to the Agroindbank program, and BA&H agreed to provide technicd
assstance to the bank and the borrowers. The firgt purchase money mortgage loan in Moldova
was made in August 1999 to a farmer in Floresti region who received 20,000 USD to purchase
44 hectares of land. This success led the BA&H team to believe that the market for mortgage
credit could rapidly expand. BA&H expanded its technicd assigtance role by providing an
expatriate mortgage credit advisor to work exclusvely with FinCom Bank to develop Western
mortgage loan practices, including loan evauation procedures, loan processing procedures,
gandard loan closng documentation, and loan servicing procedures. By January 2000, the
Commercia Bank Mortgage Program a FinCom Bank had made five loans for the purchase of
174 hectares of agricultura land worth over 75,000 USD.

As pat of the Commercid Bank Mortgage Program, the BA&H team drafted and digtributed a
manud for potentid mortgage borrowers explaining the bascs of mortgage lending. The manud
explained the documents necessary to obtain a mortgage loan from a commercid bank and the
forms used when closng a mortgage loan. Please see Appendix 27 for a copy of the manud.
BA&H dso helped FinCom Bank to prepare detalled ingructions for loan officers on gpproving
and cloang mortgage loans, which became pat of the training program for mortgage loan
officers at the bank. Please see Appendix 28 for a copy of the internd ingructions. As FinCom
Bank made more mortgage loans, other commercia banks began to inquire about participating in
the progran. Even Agroindbank contacted BA&H with a renewed interest in working to
develop purchase money mortgage procedures. The interest in mortgage lending resulted in the
BA&H team assging commercid banks in making 30 loans worth 274,000 USD for the
purchase of 360 hectares of agriculturd land by December 31, 2000.
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One of the BA&H team's man problems in implementing the Commercid Bank Mortgage
Program was smultaneous concluson of the sde and purchase contract and the mortgage
agreement. Under exiding practice at the outset of the program, the banks clamed that a
mortgage agreement could not be concluded until the borrower was registered as the owner of
the red edtae. Regidration of the red estate ownership rights could only occur after the sde and
purchase contract was notarized, inherently prohibiting the smultaneous concluson of the sde
contract and the mortgage agreement. Commercia banks refused to challenge notaries with the
1999 amendments to the Law on Pledge that specificdly alowed smultaneous concluson of
these two documents. The procedure caused delays in concluding the mortgage agreemernt,
making the sdler of land wait unnecessarily to get his or her proceeds from the sde (no bank
would digtribute proceeds without a registered mortgage agreement). To close mortgage
transactions, BA&H consultants had to reassure suspicious sdlers that they would get pad by
the bank as soon as the mortgage was regidered. The problem with the notarization of
documents was not solved in practice until the rurd Savings and Credit Associations agreed to
challenge the notaries with the 1999 amendments to the Law on Pledge (see below). Moreover,
Territorid Cadastre Offices frequently delayed the regidration of mortgage agreements without
cause, further extending the period of time the sdler would have to wait for his or her proceeds.
BA&H findly complained to the Nationd Cadastre Agency, which issued an order to accderate
regigtration of mortgages in purchase money transactions.

2. Rural Savings and Credt Association Mortgage Program

In May 2000, the BA&H team, in cooperation with CNFA and the Rura Finance Corporation
(parent organization of the rurd Savings and Credit Associations), dtarted a second mortgage
program with the purpose of meking smal loans to farmers seeking to purchase one to five
hectares of land. BA&H hoped that the program could help smdl farmers establish a verifigble
and documented credit history, which they could use to “graduate’ from unsecured “micro-
loans’ to larger commercid bank credits. Borrowers were typicaly established famers that
cultivated high value crops and had access to cash outlet markets. They had usualy been leasing
in land and wished to either expand ther holdings or purchase the leased land for perennid

plantings.

BA&H and the Rural Finance Corporation sdected sx Savings and Credit Associations (SCA’S)
for the program after conducting a mortgage seminar and adminigering a qudification exam to
SCA officers in April 2000. Using funds from excess USDA commodities, CNFA created a seed
fund of 20,000 USD for the Rurd Finance Corporation to “ontlend” to SCA’s sdlected for the
program. Borrowers typicaly received loans of less than 2,500 USD for a three-year period at
20 percent per annum for the purchase of one to five hectares of land. Under the program,
BA&H trained SCA board members and loan officers on the principles of mortgage lending for
the purchase of agriculturd land. The traning included indruction on loan evauation; loan
documentation; legd requirements and regidtration of land rights, and, loan closng procedures.
BA&H consultants dso worked with SCA loan officers on actua loan files, teaching
fundamental loan concepts and the loan process. BA&H consultants worked with potentid
borrowers, helping them to prepare busness plans and gather financia documents necessary for
loan evauation and approva by the SCA board.
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BA&H fully undersood the danger in making medium-term secured loans available through the
SCA’s. Before the mortgage program began, the poorly capitdized SCA’'s had made only
unsecured seasond loans no greater than 500 USD in value. Bad mortgage loans of a larger
amount might threasten the viability of the SCA and jeopardize the capitd contribution of its
members, mainly poor villagers and smdl famers.  The inexperience of SCA boards required
BA&H conaultants to spend many hours teaching the fundamentals of secured credit and
mortgage lending. BA&H hired additiond consultants and brought a Rura Finance Corporation
employee onto its team to provide adequate training for the ax SCA’s in the program. The
consultants were required to travel dally to the SCA’s to provide traning and on-dte
consultations regarding specific loans with loan officers and board members.

As a reault of its hands-on work, the BA&H team asssted the sx SCA’s paticipaing in the
Rura Savings and Credit Association Mortgage Program to gpprove 31 loans totding 43,000
USD for the purchase of 100 hectares of agricultural land & of December 31, 2000. The BA&H
team prepared a comprehensve mortgage credit manua that includes chapters on al aspects of
mortgage lending, from the initid borrower interview, through loan evauation and closng, to
loan servicing and collection. The manud aso has sample forms and a sample mortgage loan
policy that any SCA can adopt before inititing mortgage activities A copy of the manud is
included as Appendix 29.

3. L essons L ear ned.

The Commercid Bank Mortgage Program proved two fundamenta points. Firs, banks could
conclude mortgage agreements and accept land as collaterd. The procedures, while rudimentary
and often cumbersome, were functiond. Second, famers were willing to pledge land as
collateral and to make payments on loans tha gave them capitd to invest in ther land and
farming operations. With access to bank credits on reasonable terms, most farmers believed that
productive and profitable farming on a commercid scae was possible in Moldova

Additiondly, the BA&H team recognized that commercid banks are not willing to make smal
loans to farmers for the purchase of land. Small loans are not profitable for banks, which need to
inves subgtantial time and effort to investigate each borrower and the land being purchased.
Furthermore, the level of effort needed to properly evauate and monitor the performance of
amdl loans is virtudly identica to the leve of effort needed to evduae and monitor large loans,
making large loans more profitable than smdl loans due to economies of scae.  Commercid
banks continue to worry about ther ability to foreclose on land in case of default. The
foreclosure procedure in Moldova remains poorly defined and ill-conceived, needing substantia
revison to make the procedures efficent. Findly, commercid banks need to revise internd
procedures to eiminae duplicative gpprovas and to give loan officers approva authority on
loans of defined amounts. All loans made under the mortgage program proceeded through a long
and tedious approval process, requiring approva of numerous bank officias before the bank
made the loan. For example, & FinCom Bank, the loan officer, the credit department manager,
and the entire credit council of the bank had to approve every loan, resulting in a cumbersome
process that needlesdy delayed the closing of |oans.
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In implementing the Rurd Savings and Credit Association Mortgage Program, the BA&H team
proved that mortgage lending is possble a the locd levd through the SCA’'s.  With intensve
technica assistance, the inexperienced SCA boards and loan officers are capable of learning the
basics of mortgage credit and administering a secured loan program. In fact, the SCA’s proved
more progressive than the commercid banks in Moldova, working closdy with the BA&H team
to complete the first transaction in which the sde and purchase contract and the mortgage
agreement were concluded and notarized sSmultaneoudy. The program aso proved tha a
willing and able dass of gndl famer exids in Moldova These individuds are dynamic and
aggressive, and represent the future of Moldovan agriculture.  They are willing to take risks to
achieve postive results, so long as they have access to credit on reasonable terms and to
technicd assdance that teaches them to responsbly expand their farming operations and
become more efficient and profitable.

4. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or resulting from its mortgage lending activities in Moldova

To truly test the ability of commercid banks and rurd Savings and Credit Associations to
make mortgage loans, additiond funding to expand the program is needed. Very few farmers
have been able to access the limited amount of affordable credit avalable under the pilot
mortgege programs. Increased funding will permit the programs to expand their geographic
reach, making loans available in dl areas of the country. In paticular, the Commercid Bank
Mortgage Program should expand to include another two banks, thereby creating greater
competition in the mortgege-lending market and ultimately decreasing the cods of these
loans to borrowers. The Rurd Savings and Credit Association Mortgage Program should
expand its geographic reach by increasng the number of SCA’s with which USAID
consultants work to teach mortgage lending.

Both commercia banks and SCA’s need assstance in developing loantmonitoring programs.
Meredly making the loan does not guarantee repayment. USAID consultants should hep
banks and SCA’s to implement sound monitoring practices that credit officers follow drictly.
In addition to loan monitoring, USAID consultants should aso provide assstance on work-
out dtrategies for problem loans, heping banks and SCA’s edtablish resolution drategies
when active monitoring cannot prevent aloan from going into defaullt.

Foreclosure procedures continue to be a worrisome issue. Legd initiatives should expand on
the basc foreclosure provisons included in the 1999 amendments to the Law on Pledge
USAID consultants should work together with the commercia banks, the Nationa Bank of
Moldova, other financid inditutions, and organizations with an interes in mortgage lending
to lobby for amendments that make foreclosre procedures more equitable and less
cumbersome to apply.

Mortgage procedures and documentation need to be standardized in order to promote the
development of the secondary mortgage market. While the number of mortgage transactions
needs to increase sibstantidly for a secondary market in mortgages to gppear in Moldova, no
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investors will ever participate in a secondary market by purchasing mortgages or mortgage-
backed securities unless they have confidence in the evduation standards of the lender and
see the use of uniform procedures and documentation. Work with commercid banks and the
Banker’s Association should promote this type of standardization.
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G. Land Issues Related to Energy Sector Privatization

USAID, a the initigtive of its eectrical erergy contractor Deloitte Touche Tohmatsu, asked the
BA&H team to prepare a comprehensve anadyss of the lega requirements and issues related to
the privatization and use of land associated with the energy sector. BA&H's report focused
goecificdly on the land rights associated with the five energy distribution companies that the
Government offered as pat of its energy privatization tender. USAID aso asked BA&H to
assg the Depatment of Privatization in preparing “land use titles’ to provide potential investors
with evidence of exigting rights to land associated with the energy sector companies.

1 Legal | ssues Report

In 1999, USAID began asssing the Moldovan Government and the Department of Privetization
in privatizing the energy didribution companies. Since BA&H was the only contractor in
Moldova specificdly focused on land privatization and land-related issues, Deloitte Touche
Tohmatsu and USAID asked for the BA&H team's legd assstance and expertise in preparing a
report on land issues related to energy sector privatization. This report was to be distributed to
potentid drategic investors in the energy sector. USAID intended that the report would aert
investors to the mgor issues regarding land and would prompt investors to conduct formd due
diligence on those issues. BA&H conducted an extensve review of the Moldovan eectrica
energy laws and regulations as they related to the use and privatization of land associated with
the five energy didribution companies. The BA&H report detaled the exigence of
documentation on dl land parces currently used by the companies. Land parcd documentation
iS necessary to privatize the land associated with any enterprise, and absence of that
documentation could substantidly delay any land privatization efforts.  The report addressed
issues related to easements for power lines and the protection of existing easements under
Moldovan law. Findly, the report presented strategies for the continued and uninterrupted use of
the land associated with the digtribution companies. The BA&H report recommended that a
drategic investor make land privetization a precondition to the sde of the companies, and tha
the investor use an escrow account and escrowee to accomplish thisgodl.

BA&H submitted the fina report to USAID and the Moldovan Government in October 1999. A
copy of the report, attached as Appendix 30, was made avalable to draegic investors
paticipating in the tender to privaize the digtribution companies. Deloitte Touche Tohmatsu
aso placed a copy of the report in the energy privatization document library that it maintained
for drategic investors and interested parties.

2. Work to Prepare Land Use Titles

In April 2000, as a result of BA&H’'s preparation of the land issues report, Deloitte Touche
Tohmatsu and USAID asked BA&H to asss the Department of Privatization in preparing land
use titles for 121 parcels of land associated with the energy distribution companies, generation
companies, and therma heat units. The Department of Privatization intended to give the titles to
the drategic investor as clear evidence of the right of the energy enterprises to use (and in the
future to privatize) the parcels.
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During this process, the BA&H team encountered subgtantid resstance from the Chisnau and
Bdti primarias. Nether adminidration was keen to have USAID pay private surveyors to
prepare land use titles, preferring that USAID pay city surveyors to conduct this work. BA&H
knew from past experience that hiring city surveyors in Chisnau and Bdti would result in
subgtantial ddlays and in the payment of extremdy high fees for the completion of work. As a
result, BA&H hired private surveyors and rdied on assgance from the Moldovan Vice Prime
Miniger to pressure the mayors of Chisnau and Bdti to Sgn the land use titles for parcels in
these cities. In the end, the BA&H team prepared 62 land use titles, but was unable to prepare 59
titles for parces in Chisnau and Bdti. Severa copies of land use titles prepared by the BA&H
team for energy sector enterprises are attached in Appendix 31.

3. L essons L ear ned

BA&H’s work on energy sector privatization proved that active Government support for donor
program activities is necessary to achieve a god. Because the Government of Moldova faled to
exert the proper pressure on the mayors of Chisnau and Bdti, BA&H was unable to prepare land
use titles for dmost haf of the associated land parcels. As time progressed in 2000, both the
Government and Parliament showed lackluster support for privatizing the energy companies,
resulting in continued delays of tender deadlines and the gppearance of an unwillingness on the
pat of both to follow through with privatization.  Without the true desre of high-levd
Government officids to accomplish established gods (like privatization of the energy sector), it
is unlikely that donors can force reform to occur.

4. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or resulting from its activities on energy sector privatization in Moldova

USAID should reevduate its commitment to supporting energy Sector privetization to
determine whether the Moldovan Government truly intends to sdl the energy digtribution,
generation, and thermd heat companies through privatization tenders. Activities related to
preparing land use titles associated with these companies should be stopped until USAID
gets firm commitments from the Moldovan Government that the privaizaion tenders will go
forward, and that the Government will push for palitica resolution of the outstanding issues.
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H. “Farmer’sHour” Publication

The “Farmer’'s Hour” newdetter is a monthly publication that prints information, in the form of
aticles, public service announcements, and advertisements, relevant to new landowners, farmers,
agribusness entrepeneurs, and locd officids. BA&H edtablished “Farmer’'s Hour” to provide
rural aressthat are isolated from Chisinau with regular and rdiable information.

In December 1997, BA&H firg printed and didributed a few thousand copies of a monthly
newdetter named “Land Markets,” the predecessor to “Farmer’s Hour,” in an effort to raise
public knowledge of, and interest in, the development of both the rurd and urban land markets.
By September 1998, BA&H was printing 5,000 copies of the newdetter each month.  Articles
focused on informing new owners of ther land rights, their ability to sdl and lease out land; and,
their obligations as new landowners.  The newdetter publishing team regularly reported on the
dart-up and progress of the Nationd Land Program; printed interviews with high-leve
politicians who supported the privatization process, printed articles that explaned the land
privatization process, and, covered titling ceremonies.

In late 1999, the popularity of the newdetter grew rapidly, and more individud landowners
began to request copies of the publication. The increase in demand caused BA&H to begin
deivering the newdetter directly to readers (& no charge) usng a network of voluntary
deliverymen in over 150 villages throughout Moldova. In December 1999, BA&H decided to
expand the newdetter's reach, making it a nationd publication focused on rurd land and
agricultural issues.  In May 2000, the publication changed its name to “Farmer’s Hour” to reflect
its new focus on issues specificaly rdated to the agricultura and rurd communities. “Farmer’s
Hour” continued to attract new readers and increased its circulation from 5,000 to 30,000 copies
by September 2000. Over the same period, the base of individua subscribers (rurd villagers
who received “Famer’s Hour” free of charge a their homes via the network of voluntary
ddiverymen) had increased from 1,000 to 23,000. The success of the publication was evident
from the volume of letters received from readers, who mailed in between 15 and 25 letters each
day prasng its contents. Englidtlanguage copies of some of the monthly newdetters are
induded in Appendix 32.

1. Need for Public Education

The “Fame’s Hour” publication proved successful because it filled the huge void in
information available to the rura public. Regular shortages of dectricity, the lack of telephones,
and the digance of many village homes from mgor towns and from Chisnau left rurd
inhabitants isolated and without access to regular and relidble information. The BA&H team
quickly noticed that the lack of rdiable information was a common factor found in cases of
privatization delays and abuses of new landowners' rights.

The agriculturd community and rurd population needed rdiable and accurate information on
legd rights, economic issues, financid and credit issues, and farming technology. “Farmer’s
Hour” prints regular columns that address each of these issues. The monthly legd advisor
column is written by a daff atorney who researches and writes about legd issues of importance
to new landowners, and answers questions sent in by readers. The financid and credit column
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discuses the existence of credit programs for land and equipment purchases, and explains
busness planning and accounting. The economic column discusses issues such as taxation and
Government subsdy programs, and explans how an individua can best take advantage of
economic  benefits.  Findly, the technicad farming column, written each month by various
agricultural specidids, explans specific faming issues to hep famers increase productivity,
fight pests, and care for their crops. “Farmer’s Hour” dso regularly prints “Moldovan Success
Stories” which are interviews with new farmers that have grabbed the opportunity presented by
land privatization and have become successful farmers and agribusness  entrepreneurs.
Interviewees explain in their own words how they succeeded, and what it takes for others to
succeed and find prosperity outside the collective farm sructure.  These articles encourage new
farmers and give them hope for prosperity. Many readers comment that the success dtories are
some of the best aticles printed in “Farmer’s How.” Findly, each month “Farmer’s Hour”
prints generad news and public information, human interest stories, a cultural piece, a schedule of
coming events related to agriculture, and a lig of agriculturd support organizations and ther
contact coordinates.

Farmers need information on outlet markets, suppliers, equipment manufacturers, and banks that
offer credit. “Farmer’s Hour” accepts pad advertiang by businesses and individuds sdling or
trading agriculturd products and crops, and includes a four-page advertisng insart caled “Land
Markets’ (keeping the old name of the newdetter) with each monthly edition of the “Farmer’s
Hour,” providing aforum for traders, farmers, and businesses.

“Famer’'s Hour” adso co-sponsors the USAID project web site, maintained in both Romanian
and English. The webste a www.moldovaand.net.md offers those with access to the Internet
free downloads of useful publications, contract forms, and informationa manuds.  “Farmer’s
Hour” aso posts the contents of its monthly publication on the website.

2. Self-Sustainability

BA&H prepared “Farmer’s Hour” for sdf-sudainability to ensure that the publication could
aurvive ater USAID funding ceased. In January 2000, BA&H hired a publisher to ensure that
“Famer’s Hour” was printed in a timdy manner and ran like a budness The publisher
formdized the legd dructure of the publication, regigering it as an independent Moldovan
periodica in August 2000.

The publisher dso initigted revenue-generating activities to cover the production costs of
“Farmer’s Hour.” The team prepared a comprehensive business plan (see Appendix 33) with
financid projections for advertisng revenues, as wdl as revenues from long-term subscriptions
and open-market sales of the publication. “Farmer’s Hour” began accepting paid advertisements
in June 2000 and has regular monthly advertisers (see Appendix 34 for advertisng information).
It has a subscriber base of 1,500 readers who have each paid 12 MDL in advance for a 12-month
subscription beginning in January 2001.  Findly, the team begen sdling the publication a rurd
kiosks in September 2000, which generates gpproximately 5,000 MDL each month for “Farmer’s
Hour.” These revenues help cover the codts of the publication and reduce the amount of money
needed from outsde sources and donor organizations. To cover remaining costs, BA&H worked
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cdosdy with “Famer’s Hour” adminidrative daff on grant proposa writing and fund raising
techniques.

Findly, the “Farmer’s Hour” daff began an intense marketing and promotion campaign in 2000
to make the target population and generd public aware of the publication and its contents. The
team attended nationd media events, held press conferences, sponsored booths at national
exhibitions and a loca fars, gave promotional copies of the publication to potentia subscribers;
and, worked with other donor projects (eg., EU-TACIS Agrolnform centers, CNFA Farm
Stores, etc.) to make “Farmer’s Hour” a widdy recognized and regularly consulted source of
neutral information to the agricultura and rurd communities.  The dramatic increese in
circulation and demand for the publication over the last six months of 2000 showed that the
marketing campaign was working.  Samples of “Famer’s Hour” marketing and promotiond
meaterids are provided in Appendix 35.

3. L essons L ear ned

BA&H bdlieves that a concerted effort to generate public support for market-oriented reforms is
absolutdy necessary in any development project. Support must manifest itsdf a both the locd
and nationd leve. Loca support is generated only by teaching the public aout the reforms and
regularly dressng the benefits of such reforms.  “Farmer’s Hour” regularly provided individuas
a the grassroots leve with vitd information concerning reforms and privatization. The
publication showed rurd villagers that they had the power to stop bureaucrats from obstructing
privatization and the development of the land market. For Moldova, the “Farmer’s Hour”
publication was the best tool to convey information on reforms to both the rurd population and
government decisonmakers.

4. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or resulting from its activitiesin Moldova with the “Farmer’s Hour” publication.

USAID should continue to fund the publication of “Farmer’s Hour” for another 12 months.
“Farmer’'s Hour” is the only source of reiable information to the rurd sector, and it is
beginning to become sdf-sugtainable through advertisng revenues, open sdes, and long-term
subscriptions.  The gtaff needs additiond training in the operation of a publication, as well as
in the sde and maketing of the publication.  Additionally, the daff needs technicad
assigance on fund raisng and grant proposad writing to find funding during periods when
sales revenues do not cover publication expenses.

USAID should include a public education/publicity component in every large project. Each
project adminidration team is cealy best suited to determine the content of its public
education and publicity materids, and for that reason every large project should have a
separate budget for those activiiess BA&H conducted its public educetion activities and
established the “Farmer’s Hour” publication as its man public education tool on a redivey
smadl budget.
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l. Development of Private Sector Survey and Real Estate Firms

The Project Scope of Work called for the BA&H team to develop the private red estate service
sector.  BA&H fulfilled that task by helping to establish some 50 new private survey firms that
worked on the National Land Program and four private brokerages to assst buyers and sdlers of
red estate complete transactions.

1 Private Survey Firms

BA&H origindly broke the monopoly over surveying held by the dae survey inditute,
Moldgiprozem, by enticing state employees to form private survey firms. By the end of the 72-
fam Roall-Out Program, BA&H had assgsted ten technicaly competent and reliable private
survey firms to emerge and operate profitably. The ten firms were the base on which BA&H
began building the private red estate service sector in Moldova

As discussed in Section V (A), implementation of the Naiona Land Program required BA&H to
employ more than ten private survey firms. In 1998, BA&H began to encourage dl the
competent surveyors and cadadire engineers to leave the date dructure (previoudy the only
employer of these individuds) and form private firms that could contract with the USAID
project. Through word of mouth and public advertisng, over 75 firms were formed and joined in
the open tender process to win contracts to work on the Nationd Land Program. The BA&H
team caefully screened these firms and sdected approximatdy 50 (including the ten firms that
worked on the pilot project) to work on the National Land Program. The firms signed a contract
(attached in Appendix 36 to this report) with BA&H that clearly spelled out an eight-step work
process, and made clear that al work products must meet certain minimum standards for the
private firm to receve payment. Since most private firms had no capitd or equipment to invest
in a dart-up busness, BA&H offered each firm ample support and traning.  BA&H returned
work not meeting the qudity standards to the firm for corrections, which were required to be
mede before the firm would receive payment. Private firms quickly learned to submit high
qudity work to receive prompt payment. The private survey firms saw that BA&H aways pad
in cash and on time unlike the dsate dructure that frequently missed paying sdaries and
congantly made excuses for its falure to pay. These factors established the credibility of the
BA&H team, evertudly making the contracting process smooth and the reaions between
BA&H and the private survey firms solid and supportive.

Without the participation of the private survey firms it is highly unlikdy that much work would
have been completed on the Netiond Land Program. Such a large program could not have been
undertaken using only the state survey dructure.  With the end of the Nationa Land Program,
many private firms have found other busness The most aggressve firms are working under
World Bank contracts, with other firms creeting land plans for private land purchasers.  In many
cases, these private firms continue to offer the surveying services required by the new red etate
market.
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2. Private Real Estate Brokers

In October 1999, BA&H assded its senior enterprise land sdes consultants in establishing four
private red edtate brokerages to serve the needs of enterprises interested in privatizing their
asociaed land, as wdl as the needs of buyers and sdlers of privately owned red estate. The
firms recaived financid support from BA&H in the form of commisson fees and logidicd
support in the form of office space and trangportation. However, BA&H increasingly stressed
the importance of moving towards sdf-susanability of the firms. BA&H developed a modd fee
agreement for the brokerages and encouraged them to sgn the agreements with ther clients A
copy of each fee agreement was submitted to BA&H with a brokerage's monthly billing invoices
for completed transactions, providing evidence to BA&H that the firm was moving toward sdf-
sugtainability. Sample billing satements are atached as Appendix 37.

The brokerages fulfilled an important role in policing the private notaries and the red edate
regigrars a the Teritorid Cadastre Officess  BA&H brokers forced notaries to charge thelr
clients appropriate fees for their services and to accept proper standardized contracts. They
argued with Cadastre Office employees, and complained to the Nationa Cadastre Agency when
regigrars overcharged buyers and sdlers of red edate for Red EState Registry services. Brokers
adso informed new landowners of their legd rights and helped them exercise those rights during
transactions.  They proved to be the only entities that represent the best interests of their dlients,
the buyers and sdlers of red estate, because the client pays their commisson and is a source of
referrd business.

3. Commission-Based Compensation

BA&H recognized that its project staff and contractors would be best motivated by private sector
philosophies, and tailored its compensation plan to reward successs BA&H pad both sdect
members of its project aff and the private firms working with the project when they achieved
ther objectives.  While the mgority of saff received fixed daly raes for their work, enterprise
land sdes conaultants were pad commissions for completed transactions, which initidly
comprised a percentage of their sdaries (with the remainder comprised of low fixed daly rates)
and bter made up 100 percent of their compensation. Later, when BA&H helped establish the
four private real edstate brokerages, the contracts between BA&H and the firms specified the
payment of commissons only for completed transactions.  Private surveyors working on
agriculturd land titling were paid according to a contract for services that st out eight distinct
seps, with accompanying work products defined for each step.  Under the contract, a surveyor
was pad a percentage of the totd vaue of the contract for each step completed. The payments
were back-loaded (higher amounts pad for later steps) to ensure that surveyors had the incentive
to complete al steps under the contract, and not just the essiest steps involving land surveys.

The incentive-based compensation plan used by BA&H proved to be an innovative approach to
development work. It bought key eements of the private sector into donor project work and was
probably the most important factor in BA&H's success in implementing the objectives of its
Scope of Work. In the past, donor projects tended to pay project staff for occupying a position
raher than for achieving results. BA&H's compensaion plan did otherwise, by tying project
daff members and private contractors persona economic gain to implementation of meaningful
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reforms, the compensation plan encouraged project aff and private contractors to solve
problems and to become aggressive in advocating and redizing reforms.

4. L essons L ear ned

The Moldova experience proved two important facts reaing to maket reform activities in
developing countries.  Firdt, success can be best achieved by tying project staff members and
private contractors compensation to ther ability to attain specific and redistic project gods
whenever possible. It is clear that a project goa must be attainable and reasonable for project
gaff to be motivated to work toward the goa. Once the god is ataned, project staff must be
well rewarded for their efforts.  Unreasonadble gods will result in project daff becoming
discouraged and quitting.  Second, BA&H believes that involving the private sector to the largest
extent possble is likely to achieve greater results than working through the public sector.  Public
sector employees have shown time and again that they lack initiative and incentive to implement
change. Most public sector employees are more concerned about job security and a regular
sday than about moving rapidly ahead with changes tha may jeopardize their pogtions and
influence.  BA&H dso redizes that within the public sector, corrupt prectices are likey to
control and obsruct any meaningful reforms.  Therefore, working through the public sector
should be limited only to those situations where no other dternative exisis.

5. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or realting from its experience edtablishing and working with new private busnesses
involved in red estate servicesin Moldova

USAID should assigt the private sector businesses to unite and form associations that will
protect their interets agangt excessve Government regulation and interference.  The
associations can dso lobby for changes to laws making it easier for the businesses to operate
profitably in Moldova  For example, dl private busnesses in Moldova ae feaful of
oppressve Government taxation policies, which create a disncentive for individuds to
become entrepreneurs.

USAID should require its projects to use commisson or incentive-based compensation plans
whenever possble, to ensure that donor funds are properly spent and to maximize the
potentid for successful implementation of project objectives.
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J. Other Legal and Regulatory Initiatives

In addition to the many laws and regulations directly related to preserving the integrity and
gability of the land reform process, the BA&H team worked on numerous other draft normative
acts impacting landowners rights.  Some of the most important drafts on which the team worked
and commented include the items described below. Sample commentaries to these and other
legd initiatives are provided in Appendix 38 to this report.

1. Amendmentsto Exigting Land Code and Work on New Land Code

Between August and November 1998, the BA&H team worked extensvely on amendments to
the Land Code that would further amplify the land privatization process. The team advocated
these amendments to the Vice Prime Miniser during a meeting in September 1998.  Shortly
afterward, Parliament enacted some of the key BA&H proposds, which dlowed: (i) the loca
land commissons to didribute physcd land shares without taking into account soil fertility; (ii)
private citizens to hire private surveyors to edtablish ther land boundaries, and, (iii) land share
holders to recelve dlocations of land without filing applications to the mayor. The Parliament
ds faled to enact a few other BA&H proposds that would have further smplified the land
dlocation process. For example, BA&H had proposed to eiminate land shares of less than 50
percent.!®  Without this change in the lav, BA&H surveyors had to subdivide land in very small
parcels to holders of less than 50 percent land shares.

In September 2000, the National Cadastre Agency prepared a new draft Land Code, on which the
BA&H legd team was invited to comment by the Ministry of Economy and Reforms and the
Ministry of Agriculture. The new draft Code presented many problems typica of previous draft
laws coming out of the Cadastre Agency. The team prepared negative comments focused on
eiminating the “rational” land use requirements that permeste the proposed Code, and would
dlow the State to expropriate land from owners that did not use ther land “rationdly.” Viewing
the draft Code as unworkable, the BA&H lega team prepared its own verson of a new Land
Code and submitted it to the Ministry of Economy and Reforms to include as part of its negative
commentary on the Cadastre Agency’ s document.

2. Agricultural Support Fund

In 1999, the Moldovan Parliament decided to give USD 7.5 million in seasond grants to new
private farmers in Moldova, with the money for the support fund dated to come from a World
Bank loan. The World Bank Resdent Representative asked BA&H to read and comment on the
proposed regulation regarding didribution of the funds that was drafted by the Minidry of
Agriculture. A careful review showed that the draft had numerous flaws.  Firdt, the scope of the
regulation was overly broad, maeking it likdy tha collective fams would recelve support,
contrary to the fund's stated purpose. Second, the mechanism for digtributing funds was poorly
defined, dlowing a large percentage of the funds to be diverted from the intended beneficiaries,
or dolen outright. Findly, there was no audit control to verify that funds were digtributed to the

19 When allocating land, the Land Commission may award an eligible member aland share equal to 100, 50, or less than
50 percent, based on the member’ s position in the collective. Generaly, social sphere employeesreceived land shares of
less than 50 percent, which caused problems for surveyors when subdividing the fields of afarm during privatization.
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intended beneficiaries. BA&H met with World Bank officids to advocate substantia redrafting
and to propose its own detailed revisons before Parliament was scheduled to vote on the draft.

However, the World Bank failed to push for the changes to the regulation. In March 2000, as
predicted by BA&H, an audit report by the Moldovan Court of Accounts disclosed numerous
improprieties and misdlocations of support funds by Ministry of Agriculture officials.

In 2000, the Parliament again voted to edtablish a private famer support fund. BA&H agan
gave negative comments on the draft regulation, which was essantidly the same one used in
1999. However, due to strained relations between the Government and the World Bank, a loan
was never made and the support fund never materidized.

3. Title VI of Tax Code— Property Tax

In 1999, USAID asked KPMG Barents to draft a property tax law to help the Government of
Moldova meet an IMF conditiondity, and suggested that the BA&H team provide input on the
draft tax law to ensure that it did not hamper the development of the private red estate market.
The BA&H team cooperated with Barents technical advisors to develop the law until Barents
property tax advisor left Moldova in October 1999. In March 2000, when the Parliament began
serious condderation of the draft law, BA&H gpproached Barents directly with suggestions for
changing the exiding draft. After a number of meetings, Barents agreed to advocate most of the
changes suggested by the BA&H team, resulting in the enactment of the BA&H suggestions as
part of the find law.

4, National Cadastre Agency’s Real Estate Appraisal Concept

The BA&H team worked with factions in the Nationd Cadastre Agency on the concept for
gppraisa of real edate in Moldova. The Cadastre Agency’s idea was to define the standards for
al red edtate vauation and make those standards part of a law passed by Parliament. Of course,
under that law, the Cadastre Agency would have been responsible for regulating the appraisers.

BA&H commented on the agppraisd concept document, noting some key deficiencies. Fird,
BA&H noted that dl gppraisals should be voluntary, and that no valuation certificates should be
mandated for private red edtate transactions. The Cadastre Agency wanted to require gppraisals
for every private transaction and to charge for a vauation cetificate, without which a transfer of
rea estate rights could not be registered. Second, BA&H advocated that appraisa standards
should not be established by law, but rather by a private association of red edtate appraisers.
The gppraiser should be dlowed to consder any information he or she deems relevant, snce a
red estate gppraisd is the gppraiser’s estimate of market vdue a a given moment in time.  Third,
the concept of a State-defined normative price or value should be completey diminated from
any gpprasds or caculation of vaue for red edate purposes. State bureaucrats continudly
indsted on the use of normative vaues, which bear no reation whatsoever to true market values,
and merdy confused citizens engaging in red edae transactions. Findly, BA&H recommended
that when conducting appraisals for taxation purposes, the National Cadastre Agency should use
only mass gppraisa techniques BA&H was concerned that “spot” appraisals would promote
corrupt practices, whereby bribes, rather than objective standards, would determine the appraised
tax value of ared estate property.
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BA&H continued to work with the Nationd Cadastre Agency drafters of the Red Edate
Appraisa Concept document to resolve some of these issues. Mogt of the BA&H comments
were eventualy included in the current draft that is now being consdered by the Government of
Moldova, which wants to transform the concept into a law.

5. Farm Debt Laws

In 1999, Parliament and the Ministry of Finance indsted that mounting farm debts, both past and
current, must be addressed as part of the break-up and privatization of the collective fams. The
BA&H team worked closdy with the IMF Resident Representative and EWMI’s lawyers on a
debt restructuring law that would resolve the problem of farm debt without dowing or stopping
fam break-up or land privatization. BA&H paticipated in numerous meetings & which
provisions of a proposed debt restructuring law were discussed. BA&H was primarily interested
in ensuring that debts of collectives would not be transferred to the new private landowners as
pat of the privatization process. New landowners wishing to cultivate land independently
needed a fresh start with which they could attempt to create a prosperous farming operation. If
saddled with burdensome debts amassed over many years by the corrupt management of the
collective farm, new private farmers would never survive.

As a reault of the cooperative efforts of BA&H, the IMF, and EWMI, adong with others in the
World Bank and USAID, a comprehensive debt reform package was passed by the Parliament in
two stages.  First, an emergency amendment to a series of laws™ was passed in November 1999
rdesdng “criticd” propety (i.e, movesble mechinery and implements for farming) from
creditors clams and dlowing such propety to be trandferred to new landowners during
privatization.  Second, a more comprehensve debt restructuring law was passed in 2000,
establishing a process for resructuring and diminating al hisoric debt of the collective fams
through a system of offsetting credits and debt forgiveness.

6. Law on Servitudes

On its own initiative, the BA&H legd team began drafting a comprehensive Law on Servitudes.
Currently, there is no law in Moldova that governs rights-of-way over land, yet many such
rights-of-way exist in practice and need to be protected. BA&H has completed a full draft of the
law and has coordinated with the Nationd Cadastre Agency on its passage. If enacted, the law
would establish the types of servitudes, how they are established and registered; and, how they
aretransferred or terminated.

7. Law on Expropriation

On a number of occasions, the BA&H team commented on the Law on Expropriation. The law
faled to guarantee proper and fair compensation to read estate owners whose land was being
expropriated, and it faled to give adequate due process to owners during the implementation of
expropriation procedures. The law as drafted dso falled to protect private landowners from

" The laws addressed by the amendment were: the Law on the Privatization Program for 1997-1998; the Law on
Enterprise Restructuring; the Law on Bankruptcy; the Law on Collecting Taxes, Duties, and Other Payments; and, the
Law on the Budget.
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intrusons by the State into their privae afars by adlowing centrd authorities to exert control
over decisons regarding private land. BA&H commented negatively on each of these provisons
and eventudly worked with the Office of the Presdent, which returned the law to the Parliament
after the deputies passed a version that faled to correct these deficiencies. Most of he BA&H
recommendations made it into the find verdon of the law, subgantidly improving the
protections for Moldovan citizens land rights.

8. Law on Peasant Farms

The BA&H team periodicaly worked on amendments to the Law on Peasant Farms. The most
extensve work on the law was done in cooperation with the USAID-funded IRIS legd reform
project, which was asked by certain Parliamentarians to review a number of amendments to the
lav. BA&H lawvyers asssted the IRIS team in drafting a negative legd commentary on the
proposed amendments, which sated that the amendments were unfounded and unnecessary.
Lagdy a a rexult of the BA&H and IRIS commentary, Parliament rgected the draft
amendments to the law.

9. Amendmentsto Government Decisons

In June 1999, the National Cadastre Agency proposed a series of amendments to important
Government Decisons relaed to land privatization, regigtration, and preparation of land plans.
The amendments proposed the inditution of new controls over the mass privatization process
and over the sde of enterprise land by requiring more complicated survey standards that would
needlesdy increase the cost of, and most likely delay, privatization. The BA&H team assgted
the Minigry of Economy and Reforms in preparing a negaive commentary on the amendments,
after which the team negotiated with Cadasire Agency officids to redraft the provisons tha
caused problems in privaizing land. BA&H was able to include two key provisons in the
amendments that protected the existing process. The first provison required the Cadastre
Agency to coordinate with the Ministry of Economy and Reforms any changes to laws
regulations, and internd indructions that affected privatization of land. The second provison
carified the definition of a cadagtre plan, forcing the Cadastre Agency to recognize the land
plans used for enterprise land privatization and Land Arrangement Project maps used for rurd
land privatization as cadasire plans for purposes of legd regidration. The enactment of these
two amendments further stabilized the process under which dl land privatization occurred in
Moldova

10. Fee Schedule for Registration Servicesof the Territorial Cadastre Offices

In November 1999, the BA&H team commented on a Nationa Cadastre Agency proposa to
increase the fees for registry services provided by the Territorid Cadastre Offices. The main
objections concerned high fees for regidration of rights and expediting fees for fagter than
norma regidration. BA&H feared that the adoption of these expediting fees would cause
regisrars to create atificid backlogs to coerce citizens to pay extra fees for regidration. BA&H
provided negative comments for the Ministry of Economy and Reforms to submit to the Cadastre
Agency, and later represented the Ministry when negotiating a compromise on fees with
Cadastre Agency. As a result of BA&H's involvement, the regidration fees were kept the same
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and the proposed expediting fees were reduced from ten times to two times the regisration fee.
BA&H dso negotiated a 50 percent rebate of the regidtration fee to the consumer if the registrar
took longer than seven daysto register the rightsto a parcel.

11. Regulation on Formation of Real Estate Objects

Throughout 1999, the BA&H team worked with representatives of the National Cadastre Agency
on the regulation that concerned the merger and subdivison of red edate pacds. The
regulation was especidly important for the merger and consolidation of agricultura parces
privatized during the Nationd Land Program, and for the subdivison of enterprise parcels for
resde. Due to BA&H efforts, most of the Cadastre Agency’s proposals for excessive controls
and duplicative gpprovds of new land plans were diminated from the find verson of the
regulaion. As it stands, the regulation is a good piece of legidation that does not overly redrict
the free consolidation and subdivision of land parcelsin the privete red estate market.

12. L essons L ear ned

The BA&H team redized tha dl donor projects are legdly based. Beneficiaries of reform are
protected only by changes to law that establish new rights and by mechanisms to implement
those rights. For example, Moldovan law establishes that a Moldovan may own land; sl it & a
free pice trander it according to a defined procedure; and, protect his or her rights to that land
by registering ownership in the Red Edate Registry. Consultants helped buyers and sdlers of
rea edae redize those rights by implementing Moldoven law. During the infancy of market
economies, laws remain fragile and ungtable, and procedures are not well tested and accepted.
Only active monitoring to prevent adverse amendments to the legad framework that governs land
relaions can ensure that landowners rights are protected and that market reforms do not
backdide and disappear.

The BA&H team ds0 saw fird-hand that even minor changes to the legd and regulaory
framework during the period when market economies are emerging can cause extensve
confuson and disruption to newly established processes. Such legad changes can stop reform
and formdly or informdly diminate the rights of new landowners, by creating substantid
bureaucratic obstacles that impede the free exercise of those rights. Again, donors mug train
local attorneys to monitor al proposed legd amendments to laws and other normative acts for
even minor changes that might have major impact on the legd rights of individua landowners.

13. Recommendations

The BA&H team makes the following recommendations for continued USAID activities related
to or resulting from its experience working on lega and regulatory issuesin Moldova

USAID should continue supporting legd and regulatory reform.  Opponents and mid-leve
bureaucrats continue their attempts to reverse legd gains that protect the rights of new
landowners made by the BA&H team during the last five years. For example, in September
2000, the Nationa Cadastre Agency promoted a new draft Land Code that would re-inditute
and re-centrdize control over land use in the hands of a few individuds, incressng the
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potentid for corruption and redricting the legitimate land rights of citizens. Such attacks
will not cease, and are likdy to increase if USAID sops its lega and regulatory monitoring
activities. USAID should continue to protect the rights of new landowners until it can
edtablish aMoldovan nationd organization to safeguard the rights of those landowners.

USAID should continue support for the reform of the laws and reguldions governing
mortgage lending, foreclosure, and bank lending procedures. Legd reform in these areas will
advance the development of the red esate market and promote the development of a
secondary mortgage market that will create subgtantid liquidity for the purchase of land and
rea estate.

USAID should ensure that al donor projects have a focus on the legd and regulatory reform
that must underlie dl successful development activities.  All projects are based on the laws of
countries in which they are being implemented, and therefore protection of the legd
framework that alows reform to progress must be the top priority. The importance of the
lega and regulatory framework mandates that dl USAID task orders should devote a portion
of the budget to legd and regulatory reform activities and provide for lawyers to be part of
the project team.
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VI.  FUTUREACTIVITIES

USAID should continue to asss the Government of Moldova in moving from a centraly
planned economy to a market-oriented one. The development of the red estate market, where
land relaions between citizens are clearly defined by the law and respected by dl parties, will
promote invesment in the agriculturd economy, the sector of the economy mog likely to
increase gross nationd product and tax revenues to the Government. As investment increases,
Moldovan famers and rurd inhabitants will redize an increese in thar net incomes with a
corresponding increase in ther standard of living and purchasng power. Moldovan citizens will
begin to see the benefits of a market economy, and will begin to undersand that the free market
rewards individuds with initigive and independent business <kills  This redization will
encourage rurd citizens to teke a more ective role in socid rdations, which will promote
democrdization of the locad government power dructure. Democratization will help diminate
the informa sector and the corrupt government and mafia Structures that have oppressed rurd
inhabitants snce the Soviet Union broke apart.

Specificdly, USAID should focus on continued reform of the legd and regulatory environment
that governs land relations and the red edtate market. USAID should continue its activity to
develop the red estate market and to put in place uniform and smple practices that make it
ease for individuds to trade red edae, especidly at this critica time when the market is in its
infancy and customary practices are being edtablished. USAID should support independent
organizations that provide legd sarvices to rurd landowners, helping landowners to redize the
full benefit of private ownership. USAID should support independent organizations that lobby
for increased protections for landowners and the businesses that offer services in the new red
edae maket, freeng them from excessve government redrictions and regulation.  USAID
should continue to asss independent organizations that inform the genera public on issues
related to agriculture and the real estate market, because without public awareness and education,
individuds ae unable to make informed choices and exercise ther rights in a free market
economy and democratic society.
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VII. Matrix of Lessons L earned and Recommendations

Area L essons L ear ned Recommendations for Future
USAID Activities
Agricultural Support of loca government isvital Complete land titling and registration
Land Titling to successful implementation of on farms that did not finish the
and reforms. Nationa Land Program by December
Registration Some intended beneficiaries will 2000.
not realize the full benefits of mass Distribute prepared land titles to no
scale reform programs — coercion is less than 90 percent of the collective
areality. farm members and independent
Contractors must be activein farmers that participated in the
advocating and implementing National Land Program, using local
reformsif donor projects are to be consultants to assist mayorsif possible.
successful. Support the continued development of
Grass roots public education is a small and medium size private firms
vital component to any successful that have emerged as a result of
mass scale reform project. agricultura land privatization,
preferably through a comprehensive
program offering reasonably priced
medium-term investment crediit,
addressing technological extension
services, and facilitating access to
input and output markets.
M ass State agencies in the former Soviet Extend deadlines for payment to the
Registration Union are unlikely to implement National Cadastre Agency and the
in the Real reforms in an expedited manner Territorial Cadastre Offices for mass
Estate without some externa stimulus. registration work in order to complete
Registries the initial mass registration of al
Nationa Land Program parcels.
Continue public education activities on
the importance of mass registration
and how it protects the rights of new
landowners.
L egal Lega assistance to new and Continue support for the legal Problem
Problem prospective landowners, during and Solving Teams as customary practices
Solving after privatization, is necessary to in land relations are established over
Teams safeguard the rights of these the next 12 months.
individuas. Support the creation of an association

Given the imbalance of power that
characterizes rura communities,
legal assistance works best when it
takes the form of advocacy for the
rights and interests of landowners,
rather than in the form of “neutral”
advice offered smultaneoudy to
landowners and those who are
actively violating their rights.

of legd rights groups that protects the
lega rights of landowners and lobbies
for legal and procedura changes to
keep the costs of rea estate
transactions low and to prevent re-
centralization of government control
over land.

Booz-Allen & Hamilton Consortium

76



USAID/BA&H Project to Develop Land and Real Estate Marketsin Moldova Matrix

Enterprise Commission-based compensation is Continue support for private
Land Sales an effective tool to promote brokerages established with USAID
reforms. assistance. Help them to organize a
Active assistance to local national association of brokeragesto
authorities is necessary to safeguard their interests and those of
successfully implement mass scale their clients.
reforms. Implement strategic options far the
Proper training of local consultants, acceleration of enterprise land
in both legal and procedura privatization.
aspects, promotes successful Continue to support legal and
implementation of reforms. regulatory initiatives that safeguard the
privatization process and promote
acceleration of privatization.
Clarify legal ownership documents for
agricultural structures so that their
associated land may be privatized.
Private Land Market for privately owned real Continue support for private
and Real estate would not exist without brokerages established with USAID
Estate Sales public education that informs assistance.
owners of their land rights. Promote market efficiency by helping
Consultants must actively assist private rea estate firms organize
buyers and sellers of real estate to national associations that cooperate to
compl ete transactions. bring together buyers and sellers of
Commission-based compensation is real estate.
an effective tool to promote the Promote the lowering of real estate
development of the redl estate transaction costs by policing the
market. notaries and real estate registrars
The availability of affordable through independent watchdog groups
medium-term credit for the and by continuing to reform the lega
purchase of real estate increases and regulatory framework.
activity in the market.
Mortgage Commercia banks will take Increase the level of funding for the
Credit farmers land as collatera for loans; mortgage lending programsin
Programs farmers will pledge land for loans. Moldova, making loans available to

Commercid banks are unlikely to
make small loans for the purchase
of land to farmers.

Commercial banks worry about
their ability to foreclose on land in
cases of default.

Commercial banks need to smplify
internal loan approval processes.
Rura Savings and Credit
Associations are capable of making
and administering mortgage loans
to farmers.

Small farmers are able to qualify for
mortgage loans for the purchase of
land.

more farmersin awider geographic
area of the country.

Develop loan monitoring programs for
financid ingtitutions making mortgage
loans, and teach |oan officers problem
loan workout strategies.

Refine and improve legal foreclosure
procedures, making it easier for
financid ingtitutions to foreclose in
cases of default while respecting the
due process rights of landowners.
Standardize mortgage documents and
procedures to promote the
development of a secondary market for
mortgages and mortgage securities.
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Land Issues
Related to
Energy
Sector
Privatization

Government support for reforms
must be active and meaningful if
reforms are to be implemented
successfully.

Stop work on energy sector
privatization, including issuance of

land use titles for energy companies,
until the Government of Moldova
reaffirms its true desire to privatize the
sector.

“Farmer’s Effective grass-roots public Continue to fund “Farmer’s Hour” and
Hour” education and local support for offer its staff training for an additional
Publication reformsis needed for successful 12 months until the publication can
implementation of market reforms. become salf-sustainable.
Include a budget for a public education
component in al large development
projects.
Development Commission-based compensation Assist private sector businessesto
of Private plans are an effective tool to form associations that protect their
Sector Survey promote market reforms. common interests against excessive
and Real Using the private sector to the government interference and
Estate Firms largest extent possible, rather than regulation.
relying solely on public sector Require USAID contractors to use
employees and ingtitutions, is an commission-based compensation
effective strategy for implementing whenever possible as ameansto
mass-scale reform projects. achieve meaningful results in market
reform projects.
Other Legal All reform projects are legaly Continue lega and regulatory activities
and based, and therefore require to support reformsin the agricultura
Regulatory substantial legal components to and real estate markets.
Activities place reforms on a solid base that is Continue activities to reform the legal

unlikely to be challenged.
Opponents to privatization can
easily set back reform through
minor changes to the legal
framework.

base that governs mortgage lending,
foreclosure, and bank lending
activities.

Ensure that al USAID projects have a
legal component to safeguard the
market reforms implemented by the
projects.
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